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LAW 

CREATING NON-PARTISAN TAX COMMISSION. 

AN ACT to create a Permanent Non-Partisan Tax Commission, 
Defining its Powers and Duties and Making an Appropriation 
for the Maintenance Thereof. 

Be it Enacted by the Legislative Assembly of the State of 
North Dakota : 

§ 1. Tax Commission. Creation of.] — There is hereby created 
a state Board to be designated and known as the tax commission. 

2. Appointment of. Term of OfiSce Defined. — Said tax com- 
mission shall be composed of three commissioners, who shall be 
appointed by the governor by and with the advice and consent 
of the senate. Of such three persons, one shall be appointed and 
designated to serve for a term ending on the first Monday in 
May, 1915, one for a term ending on the first Monday in May, 
1917, and one for a term ending on the first Monday in May, 
1919, each of said terms to begin upon the qualification of the per- 
son appointed thercd* or. T 'pon the expiration of the terms of the 
three commissioners first to be appointed as aforesaid, each suc- 
cessive commissioner shall be appointed and hold his office for 
the term of six years, except in case of a vacancy as hereinafter 
provided, and such commissioner shall hold his office until his 
successor shall have been appointed and qualified. 

3. Vacancies. How Filled. — After the appointment of said 
first three commissioners, cind except when appointed to fill a 
vacancy, each commissioner shall be appointed on or before the 
last Monday in January, during the biennial session of the legis- 
lature, next preceding the commencement of the term for which 
he shall be appointed. In case of vacancy, it shall be filled by ap- 
pointment by the governor for the unexpired portion of the term 
in which such vacancy shall occur, subject to confirmation by 
the senate. If such appointment be made when the legislature is 
not in regular session, the appointee shall hold his office until the 
third Monday in January in the next biennial session of the legis- 
lature, when if such appointment is not confirmed by the sen- 
ate, the office shall become vacant, and, on or before the last 
Monday in February, the governor, by and with the advice and 
consent of the senate, shall appoint a suitable person to fill such 
vacancy for the remainder of such term. 

4. Qualification Of. — The persons to be appointed as members 
of such commission shall be such as are known to possess know- 
ledge of the subject of taxation and skill in matters pertaining 
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thereto. So far as practicable, they shall be so selected that the 
board will not be composed wholly of persons who are members 
of, or affiliated with, the same political party, or organization. No 
person appointed as such commissioner shall hold any other of- 
fice under the laws of this state oi* any office under the govern- 
ment of the United States, or of any-other state. Each such com- 
missioner shall devote his entire time to the duties of the office, 
and shall not hold any position of trust or profit, engage in any 
occupation, or business interfering with or inconsistent with his 
duties, or serve on, or under, any committee of any political party. 

5. Oath. Salary. — Each commissioner, within thirty days after 
notice of his appointment, and before entering upon the discharge 
of the duties of^his office, shall take, subscribe, and file with the 
secretary of state, the oath of office prescribed by law. Each 
of said commissioners shall receive an annual salary of three 
thousand dollars, payable in the same manner that salaries of 
other state officers are paid. 

6. Organization. Salary of Secretary. Quorum. Place of 
Meeting. — The commissioners first appointed under this act, after 
having duly qualified, shall without delay meet at the capitol 
at Bismarck and shall thereupon organize by electing a secretary 
who shall receive a salary of not more than two thousand four 
hundred dollars per annum. The member having the shortest 
term to serve, except when serving without the approval of the 
senate, shall be the chairman of the commission. A majority of 
said commission shall constitute a quorum for the transaction of 
business and the performance of the duties of the commission. 
The said • commission shall be in continuous session, and open 
for the transaction of business every day, except Sundays, and 
legal holidays; and the sessions of such commission shall stand, 
and be deemed to be adjourned from day to day, without formal 
entry thereof upon its records. The commission may hold ses- 
sions, or conduct investigations at any place other than the cap- 
itol when deemed necessary to facilitate the performance of its 
duties. Individual members of the commission may, upon direc- 
tion of said commission, likewise, conduct hearings and investi- 
gate at any other place than the capitol. 

7. Assistants. Appointment and Salary. Rules. — The com- 
mission may, in addition to secretary provided for in section six 
of this act, also employ such other persons as clerks, stenogra- 
phers and experts as may be necessary for the performance of 
the duties required of the commission. The commission shall fix the 
compensation of such secretary, clerks, stenographers and ex- 
perts employed by them, but the total amount expended for that 
purpose shall not exceed six thousand dollars per annum. The 
secretary shall keep full and correct minutes of all hearing, trans- 
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actions, and proceedings of said commission, and shall perform 
such duties as may be required by the commission. The 
commission shall have the' power to make all needful rules, not 
inconsistent with law, for the orderly and methodical perfor- 
mance of its duties as a board of assessment or otherwise, and 
for conducting hearings and other proceedings before it. 

8. Expenses of. Supplies and Travel. — The commission shall 
keep its office at the capitol, and shall be provided with suitable 
rooms, necessary office furniture, supplies, stationery, books, 
periodicals and maps ; and all necessary expenses shall be audited 
and paid as other state expenses are audited and paid. The 
commissioners, secretary and clerks and such experts and as- 
sistants as may be employed by the commission shall be en- 
titled to receive from the state their actual necessary expenses 
while traveling on business of the commission; such expenditure 
to be sworn to by the party who incurred the expense, and ap- 
proved by the chairman of the commission, or a majority of the 
members of such commission but the total amount to be ex- 
pended for such office supplies and traveling expenses shall not 
exceed the sum of $4,500. 

9. Powers and Duties Of, — It shall be the duty of the com- 
mission and it shall have power and authority: 

1. To have and exercise general supervision OAer the admin- 
istration of the assessment, and tax laws of the state, over asses- 
sors, board of review and board of equalization, to the end that 
all assessments of property be made relatively just an dequal at 
true value in substantial compliance with law. 

2. To confer with, advise, and direct assessors, and boards of 
review, and boards of equalization as to their duties under the 
statutes of the state. 

3. To direct proceedings, actions, and prosecutions to be 
instituted to enforce the laws relating to the penalties, liabilities, 
and punishment of public? officers, persons, and officers or agents 
of corporations for failure or neglect to comply with the pro- 
visions of the statutes governing the return, assessment and taxa- 
tion of property, and to cause complaints to be made against as- 
sessors, members of boards of review, members of county boards 
of equalization, or other assessing of taxing officers, in the pro- 
per district court, or their removal from office for official mis- 
conduct, or neglect of duty. 

4. To require states attorneys to assist in the commencement 
and prosecution of actions and proceedings, or penalties, forfei- 
tures, removals, and punishment for violation of the laws of the 
state in respect to the assessment and taxation of property, in 
their respective counties. 
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5. To require township, village, city, eounty and other public 
officers to report information as to the assessments of property 
collections of taxes, receipts from licenses and other sources, the 
expenditure of public funds for all purposes, and such other in- 
formation as may be needful in the work of the commission, in 
such form, and upon such blanks as the commission may pre- 
scribe. 

6. To inquire into the system of accounting of public funds in 
use in townships, cities, villages and counties, and to make needed 
recommendation for a uniform system of account of the receipts 
and disbursements of public funds in the municipalities of the 
state. 

7. To require individuals, partnerships, companies, associations, 
and corporations to furnish information concerning their capital 
funds or other debt, current assets and liabilities, value of pro- 
perty, earnings, operating and other expenses, taxes, and all other 
facts which may be needful to enable the commission to ascertain 
the value and relative burdens borne by all kinds of property in 
the state. 

8. To summon witnesses to appear and give testimony, and to 
produce records, books, papers and documents relating to any 
matter which the commission shall have authority to investigate 
or determine ; to cause the deposition of witnesses residing within, 
or without the state, or absent therefrom, to be taken, upon no- 
tice to the interested party, if any, in like manner that dejDpsitions 
of witnesses are taken in civil actions, pending in the district court 
in any matter which the commission shall have authority to in- 
vestigate or determine. 

9. To visit the counties in the state, unless prevented by other 
necessary official duties, for the investigation of the work and 
methods adopted by local assessors, boards of review, and county 
boards of equalization, in the assessment, equalization, and tax- 
ation of real and personal property. 

10. To carefully examine into all cases where evasion or viola- 
tion of the laws for assessment and taxation of property is al- 
leged, complained of, or discovered, and to ascertain wherein ex- 
isting laws are defective, or are improperly or negligently adminis- 
tered. 

11. To investigate the tax system of other states and countries, 
and to formulate and recommend such legislation as may be 
deemed expedient to prevent evasion of assessment and tax laws, 
and to secure just and equal taxation and improvement in the 
system of taxation in the state. 

12. To consult and confer with the governor of the state upon 
the subject of taxation, the administration of the laws in relation 
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thereto, and the progress of the work of the commission, and to 
furnish the governor from time to time such assistance and in- 
formation as he may require. 

13. To transmit to the governor and to each member of the 
legislature, thirty days before the meeting of the legislature, the 
report of the commission, showing all the taxable property in the 
state, and the value of the same in tabulated form with recom- 
mendations for improvement in the system of taxation in the 
state, together with such measures as may be formulated for the 
consideration of the legislature. 

14. To assess at their actual value all light, heat, and power 
companies doing business in the state. 

15. To consult and confer with the state board of equalization 
and to aid them in the discharge of their duties. 

16. To exercise and perform such further powers and duties 
as may be granted to or imposed upon the commission by law. 

17. One or more members of the commission shall visit officially, 
at least one-half of the counties of the state and some county in 
each judicial district, annually, and every county biennially, for 
the investigation of the work and methods adopted by the local 
assessors, county boards of equalization and other tax officials, in 
the assessment, equalization and taxation of real and personal 
property. 

18. To review the assessments made by the different assessors 
and as equalized by the county boards of equalization, and to 
order a re-assessment of property, where the assessment made 
seems grossly unjust. 

19. To require local assessors to place upon the assessment rolls 
property which may have escaped taxation during the previous 
six years, and are available and remaining within the taxing juris- 
diction. 

10. Legal Procedure. — Oaths to witnesses in any matter under 
the investigation, or consideration of the commission, may be 
administered by the secretary of the commission, or by any mem- 
ber thereof. In case any witness shall fail to obey any sum- 
mons to appear before said commission, or shall refuse to testi- 
fy or answer any material question, or to produce records, books, 
papers, or documents when required to do so, such failure or re- 
fusal shall be reported to the Attorney General, who sh^dl there- 
upon institute proceedings in the proper district court to compel 
obedience to any summons or order of the commission, or to pun- 
ish witnesses for any such neglect or refusal. Any person who 
shall testify falsely in any material matter Tinder the consideration 
of the commission shall be guilty of, and punished for perjury. 
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In the discretion of the commission, officers who serve summons or 
subpoenas, and witness attending, shall receive like compensation, 
as officer and witness in the district court. 

11. Method of Re-Assessment. Payment of Assessor. — ^For the 
purpose of making a re-assessment of property as provided in 
subsection 18 of section 9 of this act, the tax commission is hereby 
authorized to appoint such assessor or assessors as may be needed 
who shall make a re-assessment, of the property, or of the assess- 
ment district or districts specified by the commission, in accord- 
ance with the provisions of law now governing local assessors, 
and such assessor shall be allowed for his services the sum of five 
dollars ($5.00) per day and his necessary expenses to be itemized 
and sworn to by the party incurring the expenses and approved 
by the commission, and the tax commission is hereby authorized 
and empowered to certify the expenses of such re-assessment to 
the auditor of the county in which such re-assessment has been 
made, who shall promptly issue his warrant on the county treas- 
urer payable out of the general fund of the county, said fund to 
be reimbursed out of the moneys due the taxing district in which 
the re-assessment was made at the next settlement of collection 
of taxes. 

12. Repeal. — All acts or parts of acts inconsistent with the pro- 
visions of this act are hereby repealed. 

13. Constitutionality. — In case any of the provisions of this 
act should be declared unconstitutional that shall not affect the 
validity of any of the other provisions of this act. 

14. Appropriation. — There is hereby annually appropriated out 
of any moneys in the state treasury,- not otherwise appropriated 
'the sum of $3,000.00, or as much thereof as may be needed for the 
purpose of carrying out the provisions of this act. 

15. Emergency. — ^Whereas, the finances of the state will not 
warrant the full expense to be incurred hereunder, it is hereby 
provided that this act shall take effect July 1st, 1912, and that 
the appointments shall not be made until after July 1, 1912, the 
same to be thereafter confirmed by the senate in the legislative ses- 
sion of 1913. 

Approved March 17, 1911. 
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INTKODUCTION. 



The twelfth session of the legislative assembly of the State 
of North Dakota provided for the creation of a non-partisan tax 
commission. Thus North Dakota was added to the large group 
of states which are seeking to improve the operation of their 
revenue and taxation systems. The fact that our revenue sys- 
tem has broken down at many points and that it has failed to 
comply with the most fundamental principles in taxation is one 
that has been recognized by every observer of its operation. That 
we have reached the point where improvement has become im- 
perative cannot be denied. The constructive reforms that have 
been accomplished through the instrumentality of tax commis- 
sions in other states justify the hope that similar improvements 
may result through the same channel in North Dakota. 

By reason of an emergency clause which was expressed in 
the last section of the chapter creating a non-partisan tax com- 
mission for North Dakota, the act did not become effective until 
July 1st, 1912. . Immediately thereafter Governor John Burke 
appointed to the commission its present members. The mem- 
bers of the commission qualified and began the discharge of 
their duties. 

Soon after the organization it was thought advisable for 
the members of the commission to investigate the office organiza- 
tion and methods of two of the tax commissions of sister states. 
Consequently Commissioners Birdzell and Wallace visited the com- 
missions of Wisconsin and Minnesota respectively, and obtained 
from these commissions many helpful and practical suggestions. 

A number of investigations have been and are being carried 
on. Some of these are in the initial stages, and some more impor- 
tant investigations are contemplated. The members of the com- 
mission appreciate fully the importance of having all of* its inves- 
tigations carefully conducted in order that its conclusions may be 
worthy the serious attention of the legislature. ' ^t the time this 
report i^ sent to press the commission has been in office but four 
months, and it is therefore impossible for the report to be as con- 
crete, definite and comp"rehensive as it should be in order to be 
of the utmost service. It has been thought better to omit the con- 
sideration of matters that could not be fully considered in so short 
a time than to present at this time results which would at best 
lack the full confidence of the commission, not to say of those 
whose confidence is solicited. * 

While the law creating the commission requires the trans- 
mission of a report thirty days before the meeting of the legisla- 
ture, it contemplates undoubtedly that the report should embrace 



16 REPOET OF TAX COMMISSION 

activities covering a biennial period. This is, of course, impossi- 
ble in the case of this report ; consequently this report is tendered 
in the nature of a preliminary report and it contains discussions 
only of those matters which are of more immediate importance 
in view of the prospective action of the commission, and we ask 
for it only the consideration to which it is entitled from such view 
point. 

The commission has had occasion to solicit frequently the 
co-operation of officials of the various counties and cities, partic- 
ularly the county auditors and in every instance its requests have 
met with a generous response. Without the hearty co-operation 
of the men in these various offices it would be difficult for the com- 
mission to carry on its work. We are, therefore, grateful to them 
for the help they have so kindly given us. 



CHAPTER 1. 



ORGANIZATION AND WORK. 



Immediately after the appointments of the commissioners 
became effective ^hey repaired to the state capitol and proceeded 
to organize as directed by law. Since the organization the com- 
missioners have been in session continuously and have been per- 
forming the various duties which devolve upon them. The 
results of their work will partially appear in' this report, but in 
this chapter brief mention is made of some of the matters touching 
the organization and work of the commission that are of passing 
interest only. 

LIBRARY. . 

i Upon its organization the first need of the commission was 
found to be a library, which would contain, not merely the lead- 
ing authoritative treaties on economic subjects, but which would 
contain as well the rep^orts of actual conditions and investigations 
into the practical working of systems of taxation in other states. 
The commission undertook to meet this need partly by entering 
into correspondence with tax commissions and state officials of 
other states requesting publications to be sent to the commission, 
under a reciprocal arrangement. The responses were generous 
and the result is a collection of reports and statistical matter 
bearing upon the operation of the revenue systems in vogue in 
the various states which will be of permanent value for reference 
purposes. In addition to this some works have been purchased 
in the nature of general treatises on economies, taxation and public 
finance, and the commission has subscribed for a number of th^ 
leading periodicals including The American Political Science 
Review, The Bulletins of the American Economic Association, 
The Economic Journal and Moody's Magazine. These Journals 
contain many valuable discussions of topics of special interest to 
students of taxation and they will be of inestimable permanent 
value in the library of the commission. 

iThe commission has been greatly aided by having at hand a 
rather extensive collection of material on subjects of interest and 
importance, which matter had already been collected and cata- 
logued under the direct supervision of Mr. I. A. Acker, the legis- 
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lative* reference librarian. It is the plan of the commission to 
adopt the cataloguing system which is used in the legislative 
reference library. This will add greatly to the value of the li- 
brary for purposes of reference. The commission does not expect 
to have at its disposal funds sufficient to warrant the employment 
of a librarian, but in view of the facilities already afforded by the 
legislative reference library, the lack of funds for expenditure in 
this direction will not hinder efficient work. 

SECRETARY. 

The law creating the commission authorized the commission 
to appoint a secretary at the maximum salary of $2,400 annually. 
A number of applications for this important position have been 
made, but the commission has not as yet made a selection. There 
are two main reasons why it was deemed unwise to fill this po- 
sition. 1st. At the time the commission entered upon the per- 
formance of its duties the assessment for 1912 was practically 
completed and the time had come for equalization to be made in 
the various counties of the state, and the time was altogether too 
short within which the commission could prepare to be of very 
great service to the state board of equalization. Consequently the 
administrative work of the commission was at a low ebb and the 
members did not feel the immediate need of a secretary. 2nd. 
The appropriation made for carrying on the work of the commis- 
sion ($3,000 annually, being but $1,500 for the six months period 
from July 1st, 1912 to Jan. 1st, 1913.) was so small that had the 
salary of the secretary been taken therefrom the commission 
would have been without funds to carry on more important 
work. The members of the commission feel that the work has 
now arrived at a stage where more important administrative du- 
ties are imminent .and it will require the services of a secretary 
in the immediate future. Applications have come from persons 
deemed well qualified for the position and no difficulty in mak- 
ing a selection is anticipated. ^ 

STATE EQUALIZATION. 

One or more members of the commission were present at all 
of the sessions of the State Board of Equalization, and through at- 
tendance upon its sessions the commission has become familiar 
with the methods adopted by the board in accomplishing its 
work. The law enjoins upon the commission the duty *'to con- 
sult and confer with the state board of equalization and to aid 
them in the discharge of their duties." The commission is im- 
pressed with the importance of collecting facts. It would seem 
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that the most serious obstacle in the way of proper equalization, 
aside from a good assessment, is the lack of information upon 
which to arrive at proper conclusions regarding values of all 
kinds of property in all parts of the statue. The commission wdll, 
therefore, undertake to gather the facts upon which it will be 
possible for the State Board of Equalization to b'ase Its future 
action. 

REVIEWS. 

At the conclusion of the county equalization the commission 
w^as called upon to review the action of the boards of county com- 
missioners in two counties — Dunn and Williams — in so far as they 
related to equalization of lands and town lots respectively. The 
complaint in Dunn county was in the nature of objection to the 
assessment and equalization of lands throughout the county 
without regard^ to differences in value. Commissioner Wallace 
went to Dunn county, conducted a hearing and investigation and, 
acting upon the information thus obtained, the commission en- 
tered an order which resulted in the classification of the lands 
based on average values in different localities. The commis- 
sion also advised that work be undertaken immediately looking 
to the improvement in the assessment in this respect for the year 
1913. Work has already been undertaken along this line, and im- 
provement in 1913 is confidently expected. 

In the matter of the Williams county assessment. Commis- 
sioner Birdzell conducted a hearing at Williston and ascertained 
the facts upon which the commission could intelligently review . 
the action of the board of county commissioners on the reduction 
of the valuation of city lots in the City of Williston. Under the 
facts as disclosed at the hearing the commission was satisfied that 
there was no legal basis for the reduction, consequently the for- 
mer valuation was restored and the State Board of Equalization 
in acting later upon the item of lots, acted upon the basis of the 
original valuation as returned by the City Board of Review and 
Equalization. 

ASSESSMENT OF BANKS. 

A committee representing the State Bankers Associp^tion ap- 
peared before the state board of equalization asking for a re- 
duction in the assessment of bank stock, basing its claim upon the 
statement that bank stock is assessed too high in proportion to 
other property in the state. Mr. Hunt, speaking for the com- 
mittee presented figures in support of his argument. Mr. Hunt 
also made an informal request of the tax commission that they 
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investigate the assessment of bank stock in North Dakota and 
suggest means of improving the system in the interest of a more 
equitable assessment. The commission deemed the matter of 
sufficient importance to merit investigation and the result of its 
work appears elsewhere in this report in the form of a discus- 
sion under th^ chapter title ** Assessment of Bank Stock.'' 
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CHAPTER II 



THE GENERAL PROPERTY TAX. 

Carl C. Plehn, the eminent tax authority of the University 
of California, says: ''The general property tax may be defined 
as the tax on which the base is the entire amount of property, 
real and personal, owned by the taxpayer/' It is a favorite for 
local piirposes in the United States and Switzerland but has passed 
entirely out of use in all other countries except Prussi i, Holland, 
and a few minor states, where it is used as a supplemental tax and 
takes on an entirely different character. 

Under the federal constitution the states are prohibited from 
levying custom duties, leaving to the state and the local districts 
the following methods of taxation: (1) General Property Tax; 
(2) Poll Tax; (3) Business Tax; (4) Inheritance Ta:i ; (5) In- 
come tax; (6) Licenses and fees; (7) Special Tax. The sev- 
enth class differs from all other classes in that it partakes of a 
corrective nature, and in a great many instances, such as liquor 
licenses, it is invoked primarily for the purpose of regulation. The 
special tax is used altogether for local, specific purposes such as 
building roads, laying sewers, water mains, and paving. 

The property tax originated as a tax on persons rather than 
property; and was self assessed to maintain among themselves 
such public institutions as schools, military companies, libraries, 
roads, etc., before they were provided by the State. As late as 
1840 when the centralization of the functions of government had 
become general, the property tax was purely local. Even today 
the declaration of the taxpayer as the basis of listing and valua- 
tion yet lingers. While this tax is as old as the colonies them- 
selves, it varies in the various states. While these various 
classes do not differ so much as to who or what is taxable, they 
are quite different in their administrative features. Roughly 
speaking, there are three systems which may be divided as fol- 
lows: 

THREE SYSTEMS OF TAXATION. 

(1) New England or township system. In a general way this 
prevails north of the Ohio River and as far west as the Rocky 
Mountains. In one extreme it is characterized by intense local 
self-government; the tax districts being small, usually a town- 
ship, and the administration extremely democratic, all power 
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springing from the taxpayers themselves. The state revenue 
is apportioned in a lump sum to the local taxing districts which 
control their own assessments and levies without interference 
from any central authority, county or state. The other extreme 
of this system is such as is in vogue in our own state, where we 
have the township assessor, but a more or less loose control by 
county and state boards. In a state, such as Rhode Island, there 
is little need for central control, as the state tax does not exceed 
ten per cent of the entire levy, while in a state like Indiana, on 
the contrary, there is much need of central control, as nearly one- 
half of the total levy is for state purposes. The increasing pro- 
portion of the state to the local tax is one of the chief reasons for 
centralized control; another is the growth of public service cor- 
porations. While the local assessor may be well qualified to 
judge of the value of land, horses, and cattle in his own assess- 
ing district, he has little ability to judge the value of twelve miles 
of a railroad which may be a part of a transcontinental system. 
It is the unity of assessment which calls for centralization of 
authority. 

(2) The Southern or County system extends, roughly speak- 
ing, south of the Ohio River and west to Louisiana. Here the 
county is the unit of taxation rather than the township. There 
is also a general tendency to make the regular county and state 
officials ex-officio members of tax boards, or to constitute them tax- 
ing authorities. The assessment is usually under the supervision 
of the county court and is done by the county assessor and his 
assistants, who receive a commission on all taxes collected in 
lieu of salaries. In these states the sheriffs or treasurers are us- 
ually tax collectors. The laws are stringent and great depen- 
dence is placed upon the listing and valuation of property by the 
tax payer under oath. It differs in this from the New England 
System, where, though the oath exists, little attention is paid to it. 

(3) The Western system is modeled on the laws of Missouri, 
and roughly speaking, lies west of the Rocky Mountains. It is 
the county system with less autonomy than thesouthern system. 
While the county is the taxing unit, less authority is exercised 
by its taxing officials, all authority flowing from the state. Here 
the county assessor system prevails, but each assessor is under 
the supervision of state authority, and assess according to a sys- 
tem furnished him by state officials. The oath exists but it is not 
important. It also differs from the southern system in that there 
is a board of review which equalizes between individuals, sucti 
as the township boards of review in this state. There are also 
county and state boards of equalization and, in most instances, tax 
commissions. 
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DISUSE OF GENERAL PROPERTY TAX. 

The causes which have lead to the disuse of the general prop- 
erty tax throughout nearly the entire civilized world are many, 
but chief among them is the inability of taxing ofiSlcials to reach all 
classes of property with a uniform ad valorem tax. "While 
theoretically we tax property uniformly, practically it is any- 
thing but uniform — many classes all but totally escaping the tax 
burden, while the increasing demand for more revenue falls with 
an ever increasing burden upon other classes of property. This 
unequal distribution of the tax burden has led to a great and 
growing discontent with the system for the past forty years. 

This discontent from 1867 to 1876 led to the appointment of 
six special tax commissions which were unanimous in their con- 
demnation of the general property tax, but widely differ as to 
the remedies proposed. These commissions have been followed 
by many special and permanent commissions whose reports pile 
complaint upon complaint until the student of taxation is con- 
fronted with the evidence of financial discontent without parallel 
in the fiscal history of any other country. C. J. Bullock, professor 
of economy of Harvard University, says : ^ * Everywhere the story 
is the same. Existing laws are ever unenforced, yet if enforced, 
prove destructive to industry and highly unjust in their operation 
upon individual taxpayers." 

The invariable result is that personal property tends to es- 
cape taxation and the burden falls more and more heavily upon 
real estate, until today, land bears more than eighty per cent of 
the state and local tax burden in the United States. 

The listing and assessment of land is simple as compared with 
the listing and assessment of personal property; yet even with 
real estate there are almost as many ratios of value as there are 
assessors. The result is that certain tracts of land in the same 
assessing district, as well as the land of one assessing district as 
compared with another, bear an unjust share of the burden of 
taxation. 

U. S. CENSUS REPORTS. 

The inequality of the general property tax is apparent when 
the returns of the United States Census are compared with the re- 
turns of the assessors. In April, 1910, the enumerators gathered 
data on all farm property in North Dakota, and while their re- 
turns are not infallible and undoubtedly present many inaccura- 
cies, yet they unquestionably represent the owner's appraisment 
of his property. Every farm house in the state was visited, and, 
as is evidenced by the returns on live stock, they saw much better 
than did the assessors. 
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The value of all farm lands in the state as returned by the 
enumerators was $730,380„131 ; and by the assessors but $146,- 
654,672. The average census value per acre was $25.69 ; the assess 
ment value was $4.26, making the ratio of the assessed to the cen- 
sus value 16.6 per cent. The ratios vary in the various counties 
from 13.2 in Emmons to 22.1 in Williams. 

The census enumerators valued fram buildings at $92,274,613, 
while the assessors found but 11 per cent of that amoont, or $9,909, 
143. Farm implements were returned by the enumerators at $43,- 
907,595, while the assessors returned but 5.7 per cent of that 
sum, or $2,518,886. 

In tlje matter of live stock the enumerators found 743,762 
head of cattle, while the assessors foond but 64 per cent of that 
number, or 466,922 head; the enumerators discovered 650,599 
horses, while the assessors found but 77 per cent of that number, 
or 499,917; 293,371 sheep were returned by the enumerators, 
while the assessors found but 68 per cent of that number, or 200,- 
326; the enumerators listed 331,603 hogs, while the assessors 
were only able to find 35 per cent of that number, or 115,236. To 
summarize, the enumerator found and listed 2,027,030 farm ani- 
mals, while the assessors only found and listed 1,289,640. In brief, 
the state of North Dakota for assessment purposes only discovered 
64 per cent of the animals which were discovered by the United 
States for statistical purposes. The. enumerator found the value 
of these animals to be $106,991,919, while the assessor valued them 
at $22,096,081. 

LIVESTOCK RETURNS. 



The following gives the livestock as returned by the enumera- 
tors and assessors and the ratios the several classes bear to each 
other : 





No. Ass. 


Census No. 
743,762 


Ratio 


Ass. Val. 


Cen. Val. 


Ratio 


Cattle 


460,922 


64.1 


$ 4,438,300 


$ 17,970.533 


25.5 


Horses 


499,917 


650,599 


76.8 


16,701,894 


93,461,739 


22.9 


Sheep 


200,326 


293,371 


68.0 


321,384 


1,257,737 


25.6 


Hogs 


115,236 


331,603 


34.7 


383,931 


3,152,909 


10.2 


Mules 


7,239 


7,695 


94.1 


250,572 


1,149,001 


21.8 








1,289,640 


2,027,030 


63.6 


$ 22,096,081 


$ 106,991,919 


20.7 



While the assessor fails to find all of the live stock, that v^hich 
he finds bears more than its proportionate share of taxation. The 
following gives the value per head of the various classes of live 
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stock, also the value of buildings, implements and li 
returned by the assessors and the enumerators, ai 
they bear to each other : 





v"a. 


8. Cenaua 
Per Head 


AgB. VtL 
Per Hea. 


Cattle 

Horses 


$ 


23.80 

128.28 

4.30 

9.51 

149.34 


$ 9. 
33, 


Hogs 


3. 


Buildings 

Implements _ -. 

Land 














- 







It is a fact to be noted in passing that cattle ai 
40 per. cent of the census value 'and implements a; 
per cent. All farm property, other than real estati 
at 14.2 per cent. . 
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LAND DEPARTMENT STATISTICS. 

The following table shows the average value per acre fixed 
by applicants to the State Land Department for loans and the 
average value per acre fixed by the county boards of appraisement 
since 1909; also the average value per acre fixed by U. S. enum- 
erators and state assessors for 1910 : 

LAND DEPARTMENT'S APPRAISEMENT 



Counties 



No. of 
Loans 



Own. Appr. 
per acre 



Adams 

Barnes 

Benson 

BUlings 

Bottineau 

Bowman 

Burke 

Burleigli 

Cass 

Cavalier 

Dickey 

Divide 

Dunn 

Eddy 

Emmons 

Foster 

Grand Forks 

Griggs 

Hettinger 

Kidder 

LaMoure 

Logan 

McHenry 
Mcintosh 
McKenzie 
McLean 

Mercer 

Morton 

Mountrail 

Nelson 

Oliver 

Pembina 

Pierce 

Ramsey 

Ransom 
Renville 
Richland - 

Rolette 

Sargfnt 

Sheridan 

Stark 

Steele 

Stutsman 

Towner 

Traill 

Walsh 

Ward 

Wells 

Williams ... 



11 

11 
8 
6 

19 
6 
6 

88 
6 

31 

13 
3 
6 

19 

12 

23 
3 
6 
3 

17 
7 
1 

16 
1 
2 

10 
2 

20 
2 
7 

17 
6 

12 
8 
1 

"4 

12 

10 

4 

7 

4 

34 

17 

2 

28 

25 

7 

11 



574 



$ 



21.14 
44.45 
30.84 
28.75 
27.94 
24.43 
22.04 
23.30 
44.46 
31.20 
33.13 
21.45 
22.67 
33.36 
27.38 
33.73 
51.04 
32.34 
26.74 
20.86 
34.78 
25.00 
27.57 
22.00 
20.94 
24.02 
20.38 
22.28 
11.25 
33.75 
20.28 
40.98 
27.11 
32.28 
29.98 

3"6!49 
33.71 
36.22 
25.03 
23.40 
41.42 
29.98 
32.69 
32.50 
38.47 
28.40 
33.52 
19.71 



$ 29.04 



Brds. Appr.] 
per acre 



Cen. Appr. 
per acre 



$ 



^0.63 
35.43 
30.27 
27.26 
27.12 
23.49 
21.63 
21.08 
40.71 
29.83 
31.68 
18.95 
19.64 
32.13 
24.80 
31.61 
36.66 
30.50 
27.17 
20.69 
35.55 
30.00 
27.87 
20.00 
20.94 
24.86 
20.38 
20.73 
14.37 
27.05 
19.17 
37.34 
26.75 
30.59 
22.72 



40.98 
32.49 
39.75 
23.66 
22.10 
38.92 
27.66 
31.80 
30.00 
36.02 
23.46 
34.55 
19.08 



$ 27.30 



$ 



19.58 
33.19 
24.99 
17.17 
27.56 
18.17 
17.55 
18.84 
41.17 
28.78 
33.45 
15.22 
16.67 
24.50 
21.05 
29.16 
35.34 
30.11 
21.40 
18.15 
33.39 
18.23 
23.67 
18.85 
13.40 
17.94 
18.83 
16.64 
14.25 
28.55 
15.64 
29.87 
26.16 
27.85 
34.15 

34.'55 
22.43 
34.14 
23.86 
19.59 
37.23 
25.69 
28.23 
42.83 
31.92 
21.06 
30.09 
15.36 



$ 25.69 



lAss.App. 
per acre 



$ 



3.00 
6.04 
4.09 
2.33 
4.60 
3.34 
3.52 
3.25 
7.52 
4.85 
4.59 

'2.25 
4.55 
2.79 
5.12 
6.55 
5.10 
3.03 
2.94 
4.a5 
3.21 
3.79 
3.48 
2.21 
3.27 
2.88 
2.78 
2.52 
4.67 
2.64 
5.35 
4.14 
4.55 
5.26 

6.54 
4.13 
4.53 
3.76 
2.94 
6.31 
4.69 
4.71 
7.42 
6.19 
3.76 
4.40 
3.40 



$ 4.26 



It will be noted that in many counties the number of loans is 
too small to be of any worth for fixing the value per acre on the 
real estate in that county, but when the 574 loans from every 
county in the state but one are taken as a whole, the result be- 
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comes valuable. The average price per acre, as fixed by the 
boards of appraisers, is $27.30 or $1.61 more than the Census 
price per acre. It is also noticeable that the owners' price is $1.74 
greater than that fixed by the appraisers. While the real estate 
owners of North Dakota believe the average price of their land 
to be $29.04 when they seek loans, it is worth but $4.26, or only 
14.7 per cent as much, for the purposes of assessment. The 
average price per acre of farm lands, as found by the United 
States Census, may be high as an average for all lands, but in 
fixing valuation for assessment, the fact should be kept in mind 
that most of the lands not included in the United States Census, 
which would bring down the average price per acre, are owned 
either by non-residents or local speculators who do not personally 
farm them. 

This class of land should bear its full share of the burden of 
taxation. Otherwise, a premium is placed upon speculation in 
unimproved lands, while improvements and the development of 
the country is penalized. The land owned by the speculator 
should bear all the tax burden which the laws of the state will 
allow, and in comparison the land farmed by the actual owner 
should bear as light a burden as possible. 

PEOBABLE TAXABLE PROPERTY IN STATE. 

In 1912 the assessors of North Dakota listed 36,838,697 acres 
of land for assessment; at $25.69, census average per acre, the 
assessable lands' of the state would aggregate the enormous figure 
of $946,386,126 as against $158,595,093 listed for taxation in 1912. 
According to the Census report, farm buildings, livestock and 
machinery aggregated $244,434,074. This year the assessable 
value of city real estate, including structur.es, was $29,782,813. 
Assuming that this property is assessed at one-third of its value, 
which is a very high percentage, we have a valuation of $90,000,- 
000. The state board of equalization assesses railroads at probably 
one-fourth of their actual value. In round numbers, they are 
assessed this year at $42,000,000, which would make their true 
value aggregate $168,000,000. Other public service corporations 
are assessed roughly at $2,000,000. There can be no question but 
that the capitalization of the earning powers of these would be 
greatly in excess of $16,000,000. The last census gives the mort- 
gaged indebtedness on farms owned by actual operators at $47,- 
841,587. There are many real estate mortgages in North Dakota 
on lands other than those owned by the actual operator. The 
total mortgage indebtedness on real property must be greatly in 
excess of this sum. The bank deposits in September for the state 
aggregated $70,302,584. The assessable monies in the state must 
exceed by a considerable sum this amount. The capital stock, sur- 
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plus and profits on the same date was $18,260,569. From this 
amount should be deducted the real property owned by banks 
and five per cent of their loans and discounts. From the report 
of the internal revenue commissioner for June 30, 1911, we learn 
that all North Dakota corporations, other than public service, are 
capitalized at $55,569,094 and that for the year ending Decem- 
ber 31, 1910, they enjoyed a net income of $6,717,678. This earn- 
ing of more than twelve per cent precludes any contention that 
this capital stock is not paid up and worth par. From this cap- 
ital stock should be deducted the capital stock of banks, the in- 
debtedness of the corporations, and property which has been 
assessed under the general property schedule. 

As we have pointed out, some of the above items are too large 
and some too small, but it seems reasonable that their total, $1,- 
656,794,034 is not far from the true market value of the property 
represented. 

This total does not include some twenty items of personal 
property assessable under the laws of the state. The items not in- 
cluded were assessed in 1912 at $23,593,888, and as they include 
such items as household furniture, automobiles and credits other 
than mortgages on farm lands and shares of foreign stock, which 
almost entirely escape taxation, the ratio of their assessable value 
to their true value must be very low. That it is below ten per cent 
would be conceded by anyone familiar with the limited data at 
hand. Accepting this as the ratio, it gives us $235,938,880 for all 
personal property not included in the items enumerated above, 
or a grand total for the state of $1,892,732,914. 



RECAPITULATION. • 

Farmlands $ 946,386,126 

Farm Buildings, livestock and machinery 244,434,074 

Eailroads 168,000,000 

Other Public Service Corporations (Assessed by 

State Board of Equalization) 16,000,000 

Farm Mortgages 47,841,587 

Bank Deposits 70,302,584 

Capital Stock, surplus and profits of banks 18,260,569 

Corporations other than Public Service 55,569,094 

Real Property— Cities and Towns 90,000,000 

All other property 235,938,880 



Total $1,892,732,914 

In contemplating this total it must be remembered that it 
does not represent the wealth of North Dakota, but the assess- 
able property. The wealth of the state would probably be from 
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60 to 80 per cent of this amount Credits are representative 
wealth and comprise a large portion of this total. Taxing the 
wealth and also the indebtedness secured by it is a form of 
double taxation which has puzzled the taxing officials for many- 
years, but there seems to be no escape under a general property 
tax. When one contemplates this vast amount of taxable proper- 
ty and then remembers that the assessors in 1912 listed but $294,- 
770,370 for assessment, it would appear to be high time that some 
reform was worked in the state laws or their administration, or 
both. When less than 15 per cent of the actual value of the tax- 
able property of the state finds its way to the assessor's list, a 
great hardship is being worked on the property listed. Not only 
this, but it gives an entirely wrong impression of the wealth of the 
state. Instead of going into the statistical reports throughout 
the country, from one and a half to two billion dollars, the assess- 
able wealth of North Dakota, goes forth at less than $300,000,000. 
The people of the state, as well as the outsider, is deceived as to 
the wealth and resources of North Dakota. Another objection 
is the exceedingly high rate of levy that is necessary under the 
law valuation. A low levy is a good advertisement but it will 
only be possible to bring this about when we have a higher valua- 
tion. 
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TABLE SHOWING GENERAL PROPERTY ASSESSMENTS FOR NORTH DAKOTA 

FOR YEARS 1890, 1900 AND 1^10. ALSO Nt'MBER OF ACRES OF 

REAL ESTATE ASSESSED AND PRICE PER ACRE. 



Price Per Acre 



County 



1890 



1900 



1910 



North Dakota 

Barnos 

Benson 

Burleigh 

Cass 

Cavalier 

Diekev 

Eddy* 

Emmons 

Foster 



$ 



Grand Forkf 

Griprgs 

Kidder 

LaMoure 

Log-an 

Mcintosh 

Morton 

Nelson 

Oliver 

Pembina 

Ramsey 

Ransom 

Picbland 

T?olptte 

Sargent 

Stpple 

Stutsman 
Towner • 

Traill 

Walsh ... . 

Wells . . 



Dakota 



igh 



North 

Barnes 

Benson 

Burleij 

Cass 

Cavalier 

Dickey 

Eddy 

Emmons 

Foster 

Grand Forks 

Griggs 

Kidder 

LaMoure 

Logan 

Mcintosh 

Morton 

Nelson 

Oliver 

Pembina 

Ramsey 

Ransom 

Richland 

Rolette 

Sargent 

Steele 

Stutsman 

Towner 

Traill 

Walsh 

Wells 



8.88 
3.87 
3.34 
2.41 
6.55 
3.51 
3.74 
3.37 
2.05 
3.34 
6.44 
3.89 
2.20 
3.61 
1.25 
2.56 
1.76 
2!58 
1.28 
6.12 
3.70 
3.88 
5.27 
3.00 
3.89 
3.59 
2.71 
3..34 
6.53 
5.87 
.3.25 



3.16 
3.66 
3.10 
1.82 
6.56 
3.39 
2.43 
3.17 
1.51 
3.12 
5.69 
3..57 
1.25 
2.68 
1.17 
1.76 
1.421 
3.291 
.741 
4.27 
3.34 
3.. 30 
5.83 
2.73 
2.40 
4.47 
2..39 
3.161 
6.661 
5.161 
3.331 



No. of Acres 



1890 



1900 



1.3.14.3,184 
710,114 

98.470 
659.682 
971,177 
194,266 
473,.300 
1.3.5,017 
307.681 
264,124 
736,036 
308..398 
489.443 
492..309I 
321.909 

75,078 
465,002 
.331,485 
233.277 
.567,036 
255,646 
423,880 
686..389 

67,243 
326.933 
337,599 
902.216 

93,160 
484.935 
579,719 
275,894 



18,758.8531 
849,7421 

, 264,8551 
697,8611 
1,082.8741 
448,857! 
.578,4.371 
22».,511| 
.5.3.3,2271 
373,8191 
852,6931 
.383.9.571 
519.9731 
600,. 394 1 
.347,807! 
.3.39.1071 
971,6781 
476,4321 
257,4981 
675.3341 
410,7871 
478,8521 
814,.387| 
196,4701 
434,6621 
423,4761 
1.005,057! 
231, .371 1 
540.4831 
707.1001 
464,3771 



4.20 
6.04 
4.09 
3.25 
7.52 
4.85 
4.59 
4.55 
2.79 
5.12 
6.55 
5.10 
42.94 
4.85 
3.21 
3.4R 
2.78 
4.67 

2.64 
5.35 
4.55 
5.2G 
6.54 
4.13 
4..-3 
6.31 
4.69 
4.71 
7.42 
6.19 
4.40 



1910 



34,394.240 
937,937 
714,809 
871,038 

1.094,686 
948,303 
688,256 
370.200 
811,729 
425.862 
902,491 
450,193 
633.548 
714,890 
497.711 
537,749 

1,568.328 
619,072 
348,427 
706,.39.3 
738.647 
530.630 
898,242 
492,149 
527,649 
452.447 

1,325.960 
627.888 
542..599 
817.248 
780,218 
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TABLE SlIOWiNU Uli.NEltAL PUUPEKXV ASSBSKME.NTS FUU -NUllTll DAKUIA 





lb9U 


1900 


luio 


North Dakota 


f 55,868,276 

2.tS45.Uli2 
402,545 

2.476,243 

7,392,662 
594,178 

1,892,106 
486.265 
530,450 
808,546 

6,304,152 

1,359,830 
994,318 

1,973.214 
330,931 
179,343 

1.454,278 
1,638,315 
3,572,160 

JISS 

1.982,713 
2,386.317 

3JI5;i? 

2.737,222 
865,113 


f 73,974.494 
3,«11,UB7 

2,182;S9S 
10,091,028 
1,711.045 
1,617.163 
816,293 
823.749 
1.284.137 
6.924.H13 
1,830.354 
714,168 
1.789,476 

6451731 

1.859.447 

ja 

71 

\t 

1.163,485 
2.082,158 
3,143.058 
895.305 
4,193,391 
4.436,681 
1.818,151 


f 184,589.989 
7,264,OUa 
3.573,559 


Bacuea _ ; 

Benson 




13.796,937 
6.185,116 
3,901.150 


Diekey VZ::.. 








2.598.864 








sjsir" 


2,053.109 

IJBOisSs 
2,242,704 
6,439,432 
3.484,664 








4,623.968 








RichlaDd 

Rolette ..„ 

Sargent 

Steele 

Btutsmau 

Towner 

TwlU 

WalBh 

Wells 


2[42<l!232 

4.774.473 
4;il9;743 



CoiiLly 


PerBonal Propi' 


tj- 






1900 




Kortb Dakotfl 


f 23.011,867 

258;35B 

614,856 

2,970,858 

495.85C 

176;e21 
2a5,27r 

3,152;304 

196:08a 
305.825 
49.819 
267,714 

4S6!5»S 

1.447;70! 
702.332 
671.261 

1.141,740 
282.403 
610,135 

499:21s 

i,5iii:o22 

'i23;3i7 


1 26,282.46fl 

709:3 2 

645.7 8 
2,694.1 2 

775.666 

670.8 7 
421,2 2 

404.9 e 

1,946:687 

618,014 

235.088 
384,62e 

722;86fl 

1,21 4:SS! 
743,879 
534.322 

1..3a.5.4S1 

54i:99fl 

7lil:ias 

1,412.350 
676.857 


$ 61,000.379 
1.550.099 




1,068.697 




Cavallpr 

IMckey 


i;265.721 
i;o03.481 






Foster 


2.377:872 
914.R02 


LaMoure 


1,141..12S 


Morton 


ROR..-,43 

1.71 -'.ins 














RanBom 


7S3.2S9 
1.092.369 


















TraiTI 


1.191.388 
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TABLE SHOWING GENERAL PROPERTY ASSESSMENTS FOR NORTH DAlSlOTA 

— Continued 



County 



J 



North Dakota 

Barnes 

Benson 

Burleigh 

Cass 

Cavalier 

Dickey 

Eddy 

Emmons 

Foster 

Grand Forks .. 

Griggs 

Kidder 

LaMoure 

Logan 

Mcintosh 

Morton 

Nelson 

Oliver 

Pembina 

Ramsey 

Ransom 

Richland 

Rolette 

Sargent 

Steele 

Stutsman 

Towner 

Traill 

Walsh 

Wells 





Population 




1890 


1900 


1910 


190,983 


319,146 


577,056 


7,045 


13,159 


18,066 


2,406 


8,320 


12,681 


4,247 


6,081 


13,087 


19,613 


28,625 


33,935 


6,471 


12,580 


15,659 


5,573 


6,061 


9,839 


1,377 


3,330 


4,800 


1,971 


4,349 


9,796 


1,210 


3,770 


5,313 


18,357 


24,459 


27,888 


2,817 


4,744 


6,274 


1,211 


1,754 


5,962 


3,187 


6,048 


10,724 


597 


1,625 


6,168 


3,248 


4,818 


7,251 


3,031 


10,277 


29,289- 


4,293 


7,316 


10,140 


464 


990 


3,577 


14,334 


17,869 


14,749 


4,418 


9,198 


15,199 


5,393 


6,919 


10,345 


10,751 


17,387 


19,659 


2,427 


7,995 


9,958 


5,076 


6,039 


9,202 


3,777 


5,888 


7,616 


5,266 


9,143 


18,189 


1,450 


6,491 


8,963 


10,217 


13,1071 


12,545 


16,587 


20,288 


19,491 


1,212 


8,310 


11,814 
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C H A P T E E III. 



PERSONAL PROPERTY TAX. , 

The real problem of the general property tax is to be found in 
personal property assessments. Tax commissions, generally 
throughout the United States, have struggled in vain with this 
nightmare of fiscal administration, but, inspite of everything that 
can be done, there is a general tendency, especially during re- 
cent years, for taxable personal property to constantly decline in 
volume. 

EXPERIENCE OF OTHER STATES. 

The Wisconsin Tax Commission, one of the ablest in the 
United States and most successful in attempts to solve tax prob- 
lems, reports that from 1903 to 1909 there was a falling off ia the 
state of from 56.282 per cent to 48.581 per cent of true value. It 
is the belief of that commission, **that we are fast drifting away 
from personal property towards a tax on land only.'* While the 
value of the personal property of the state doubles, the local asses- 
sors fail to find additional property and place it on the lists. It 
is the experience of that commission that, the larger amount of 
property omitted by the local assessor, the heavier is the burden 
upon that which is placed upon the list. 

The commissioners of taxes and assessments of the City of 
New York say: *'It would be a great advantage to the city and 
the owners of real property if the remnants of the personal pri)p- 
erty tax were abolished entirely.'' 

Prof. Max West, Secretary of the National Industrial Com- 
mission, says: '*In at least five-sevenths of the states and terri- 
tories the rural districts would gain by the exemption of per- 
sonal property from taxation.*' 

A special commission on taxation, appointed by the governor 
of Ohio, in a report made in 1909, arrives at the same conclusion, 
**That the general property tax bears most unjustly upon the 
owners of real estate, whether farm lands or city homes, and per- 
mits with increasing advantage the escape from taxation of all 
forms of personal property and particularly of that class of per- 
sonal property which can be most easily concealed from the tax 
authorities." That commission further says: **We h^ve found that 
the general property tax is a failure for purposes either of rev- 
enue or equality; that more than one-half of the total wealth of 
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the state in tangible property alone escapes taxation ; that of in- 
tangible property, such as monies, stocks, bonds, credits, subject 
to taxation under existing laws, not ten per cent, perhaps not even 
five per cent, is listed.'* 

Prof. Daniels, in his work on Public Finance, says: ''If Jove 
laughs at lover's vows, he probably guffaws at taxpayer's oaths. 
Even the Psalmist 's hasty allegation of universal mendacity needs 
little qualification in this province of finance. Where the tax- 
payer's conscience is tender, he finds (as one puts it) that virtue 
is perforce its own reward. This phase of the system is described 
in one tax report as *a tax upon ignorance and honesty', and in 
another report we are told that 'the payment of the tax on per- 
sonalty is almost as voluntary and is considered in pretty much 
the same light as donations to the neighborhood church or Sun- 
day school." 

THE DRIFT TOWARD A TAX ON LAND. 

The drift toward a tax on land and away from a personal 
property tax is illustrated by a mass of statistics, during the past 
fifty years, which it is impossible to reproduce here. According 
to the United States Census, from 1860 to 1888, the real property 
of the United States on which a tax was levied increased from 6,- 
873 millions to 13,036 millions; while personal property decreased 
from 5,111 millions to 3,866 millions. 

In California in 1872 the taxable personal property amounted 
to 220 millions, but in 1887 it had shrunk to 172 millions — a de- 
crease of 56 millions. During this same period real property ad- 
vanced from 417 millions to 791 millions. In 1893 personal proper- 
ty had increased one million, to 173 millions; while real prop- 
erty had increased from 209 millions to 1,000 millions. During 
this period personal property paid 17.31 per cent and real estate 
82.69 per cent of taxation, both state and local. 

In Illinois in 1882 personal property paid 22.01 per cent of 
all the revenue, and in 1894 but 17.26 pjer cent. In Cook County 
it paid 14 per cent and in Kankakee County but 11 per cent. In 
New York in 25 years real estate increased 2,000 millions while 
personal property decreased 40 millions, until it now pays 
but 9.99 per cent of the state taxation. In the District of 
Columbia in sixteen years real estate increased 77 millions, 
while personal property decreased 11 millions. In New Jersey 
in one township real estate was assessed at $272,232 and all per- 
sonal property at $591. In another the figures were $2,274,900 
and $47,150. In New York, of two cities equal in population and 
resources, one paid taxes on $700,000 worth of personalty, while 
the other paid on but $5,000. 

In Cincinnati during twenty-six years real estate increased 
from $66,454,602 to $144,208,810, while personalty decreased from 
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$67,218,101 to $44,735,670. In Monroe County, New York, includ- 
ing the City of Rochester, real estate was listed at $132,202,478 
and personal property at but $8,408,803. In Brooklyn real estate 
was assessed at $486,497,186 and personal property at $19,123,700. 
In other words, personal property paid a little more than three 
per cent of the entire tax. A few years later it fell still lower, lo 
1.23 per cent. 

In North Dakota in 1912 real property was assessed at $199,- 
073,743, while personalty was assessed at but $50,893,545, or one- 
fourth as much. At the same time the bank deposits of the state 
aggregated more than $70,000,000. 

AN AGE OF PERSONALTY. 

These statistics appear all the more absurd when it is con- 
sidered that personal property in the United States greatly ex- 
ceeds in value all real property. It must be remembered that, 
during the past two or three decades personal property has in- 
creased with unrivalled rapidity and includes not only all mov- 
able objects, but money, public obligations, stocks, bonds, mort- 
gages, credits and all the products of agriculture and manufac- 
tures. The tremendous increase of stocks and bonds in the 
modem business world makes the constant shrinkage of per- 
sonal property which bears any burden of taxation seem highly 
ridiculous. It has become an axiom among taxing officials that 
the greater the wealth in personal property, the less tax it bears. 

CONDITIONS IN NORTH DAKOTA. 

It is not necessary, however, to go outside of North Dakota to 
discover the abuses existing under the general property tax. Dur- 
ing twenty-two years, or practically since statehood — 1890 to 
1912 — ^personal property in this state has increased from $23,021,- 
867 to $50,893,545, or 121 per cent; real estate has increased from 
$55,863,276 to $199,073,743, or 256 per cent, while the population 
in twenty years, from 1890 to 1910, increased from 182,719 to 
577,056, or 216 per cent. While real estate has been multiplied 
by three, population by more than two, personal property, in an 
age of personalty, has only multiplied by a little more than one. 

During this same period Pembina County personal property 
decreased from $1,447,705 to $1,139,780. This is an actual de- 
crease of $307,925, or 21 per cent. During the last two Census 
periods the population in this county has increased three per cent. 
During these same periods in Traill County personal property de- 
creased from $1,519,022 to $1,108,476, a decrease of $410,543, or 
27 per cent. In Grand Forks County personal property de- 
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creased from $3,152,304 to $2,453,193, an actual decrease of $699,- 
111, or 22 per cent. During the Census period, 1890 to 1910, the 
population advanced from 18,357 to 27,888, an increase of 9,531, 
or 51 per cent. 

In 1890 real property in the state amounted to $309 per 
capita; today it is $345. In 1890 personal property aggregated 
$126 per capita ; today it is only $88 per capita, a decrease in per- 
sonalty of 30 per cent and an increase in realty of 13 per cent. 

Nowhere has personalty maintained its ratio with the increase 
in wealth and population. It seems to decrease with increasing 
acceleration as wealth increases. Since 1908, or during the last 
four assessments, a marked corroboration of this contention has 
taken place. In 1909 personal property was assessed for the 
jentire state at $54,429,143, and in 1912 at $50,893,545, a decrea3e 
of $3,5^5,597, or 6.5 per cent. In 1908 real estate was assessed 
at $182,124,702, and in 1912 at $199,073,743, an increase of $16,- 
949,041, or 9.3 per cent. 



COUNTIES WHICH SHOW AN INCREASE. 



The only counties in the state which show an increase in 
personal property during this period are Billings, Bowman, Bur- 
leigh, Dunn, Hettinger, Kidder, Morton, McKenzie, Oliver and 
Stark. Williams was divided during this period, but its old ter- 
ritory shows an increase. Every other county in the state shows 
an actual decrease, and yet the increase in personalty has not 
kept pace with the increase of real estate, as the following shows : 



COUNTY 



In. Dor cent In. per cent 
I REAL I PERSONAL 



Burleigh 

Morton 

McKenzie 

Stark 

Billings 

Bowman 

Dunn 

Hettinger 

Kidder 

Oliver 

Williams-Divide 



12 


9.8 


22 


7.8 


43 


9.0 


24 


18.7 


50 


25.0 


71 


11.0 


45 


20.0 


66 


11.0 


27 


.3 


33 


2.2 


42 


5.4 
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COUNTIES WHICH SHOV DECREASE OF ALL PROPERTY. 

For this same period Cass, Griggs, Pembina, Traill, Richland, 
Walsh, Wells, Ransom and Towner show a decrease in both per- 
sonal and real property. In these, as well as those counties in 
which real and personal property both made gains, personal 
property does not keep pace with the real estate. The following 
makes this plain : 



COUNTY 


Dp. IVr Ct. 
PERSONAL 


De. Per Ct. 
REAL 


Cass :. 


8.6 
10.6 
10.2 
14.4 

9.1 
10.8 
16.2 

9.8 
12.5 


.5 


Griggs 

Pembina .... 

Traill 

Richland .... 

Walsh 

Wells 


• 


2.5 
.6 

3.0 
.3 

1.5 

2.7 


Towner 

Ransom 


/ 


5.7 
.9 



All other counties in the state not included in these two ta- 
bles show an increase in real estate and a decrease in personal 
property. 

The tables on page 42 further illustrate this tendency 
of personal property to decrease while real estate increases in 
value. The twenty-two counties included in these tables are taken 
at random from all parts of the state and furnish interesting data 
for reflection on the part of anyone acquainted with North Dakota 
values. 

RATIO TO TOTAL ASSESSMENT. 



Again this tendency is shown in the proportion which the 
personal property bears to the entire assessment. In 1890 it com- 
prised 28 per cent of the total assessment; in 1900, 22 per cent; in 
1909, 20 per cent ; in 1911 , 19 per cent and in 1912, 17 per cent. In 
1890 realty bore 69 per cent and all other property than personal, 
3 per cent ; in 1900 realty bore 63 per cent and all other property 
than personal, 15 per cent; in 1909 realty bore 65 per cent and 
all other property than personal, 15 per cent. In 1911 realty 
bore 67 per cent and all other property than personal, 17 per cent ; 
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and in 1912 realty bore 67 per cent and all other property than 
personal, 15 per cent. 

Two salient facts at once present themselves to the observer 
in the data just given j 1st : The increasing proportion of the bur- 
den of taxation borne by railroads and other public utilities and 
real estate. 2 : The constantly decreasing portion borne by per- 
sonal property. It will be noticed that there was a slight decrease 
in the portion borne by real estate at the time the public utility 
corporations were developed and really assessed. However, as 
soon as readjustment had taken place, the burden ot taxation on 
real estate at once began to steadily increase. Table page 30 pres- 
ents the value of real property, the numbers of acres assessed, 
the value of personal property and the population in 1890, 1900, 
1910, for the entire state and for those counties whose area re- 
mained constant for the period. Several peculiarities will be ob- 
served in the fluctuations of valuation, caused largely by. years of 
depression and years of prosperity ; but the whole tendency is to- 
ward a relative decrease in personalty and an increase in real 
estate. Table on Page 33 contains the ratio of increase and 
decrease for these same periods. It brings home very clearly the 
fact that the general property tax in not uniform, even upon 
those classes of property which cannot well be concealed. 

All of these statistics mark clearly the fact that where there 
is no raw land to come under cultivation and be put upon the as- 
sessment rolls, there is little, if any, increase in the value of prop- 
erty for the purposes of taxation. This is graphically illustrated 
by the figures covering the past four years — outside of the west- 
ern counties there is a positive decline in personalty and little, if 
any, increase in real estate. There was a flat raise of 12^ per cent 
made by the state board of equalization in 1909, of all classes of 
property, and the years since have not been ultra prosperous 
and some kinds of property have actually declined in value. But 
the contention that there has been an actual decrease in the value 
of both real and personal property in any county in the state will 
need demonstration to be believable. That development has not 
been entirely arrested is shown by the general condition of busi- 
ness. 

INCREASE OF BANKS. 

Bank statements are invariably accepted as one of the surest 
indices of the trend of business. While nine counties in the state 
since 1909 decreased in taxable real and personal property, and 
personalty for the entire state decreased, the number of banks — 
national and state — increased from 591 to 733, an average of 35 
yearly, or 24 per cent. Deposits have increased nearly $14,000,000, 
or 25 per cent, while new capital invested in banks has increased 
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By nearly three million dollars, or 27 per cent. Surplus and pro- 
fits, the surest index of all to the prosperity of the community, 
increased for this period 40 per cent. The inevitable conclusion 
is brought home by the condition of banks as compared with 
taxable personal property, that this period of business depression, 
has been made the excuse for much property to escape taxation. 

The following is a summary of the bank statements, made 
under call of June 23, 1912, and under call of June 14 for national 
banks and September 14 for state banks in 1912. 



1909 



1912 



Increase | Increase % 



Deposits 

Capital ^ 

Surplus and Pf'oflts 
Number 



$ 56,493,296 
$ 10,604,275 
$ 3,396,420 
591 



$ 70,302,584 
$ 13,457,000 
$ 4,803,569 
733 



$ 



809,288 
2,852,725 
1,407,149 
142 



25.5 
27.0 
40.0 
24.0 



It is useless, in the face of this phenomenal increase in bank 
deposits, bank capital and surplus and profits, to contend that 
property values in North Dakota have generally declined. Per- 
sonal property has greatly increased, owing to the development of 
new territory and the tendency of the times toward corporation 
and kindred wealth. There has been no general decrease in the 
value of any class of property in this state during the past four 
years. The true explanation for this decline is to be found 
in the fact that, owing to the hard times, the tender-hearted tax- 
ing official has allowed personal property to escape, while the 
revenue deficit is made up on real estate. 

NO DECREASE IN WEALTH IN STATE. 

We do not believe that there has been an actual decline in 
personal property in this state during the past twenty-two years. 
nor in the past ten years, nor in any given period of time. The de- 
velopment of the state has been phenomenal and its wealth has 
doubled and trebled each Census period. 

The experience of North Dakota is but a repitition of the ex- 
perience of all states or nations which have depended upon per- 
sonal property for revenue — the longer the attempt is made to col- 
lect the tax, the smallei* the percentage of the property taxed. 
The fault lies with the. system and its administration rather than 
with either the people of the state or business conditions. 
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Per Cent 


126,»2T 


7.8 






















162,671 
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iSSMENTS FOn 22 COUNTIES 



5 FOR PERIOD. 



Decrease 


Per 


Cent 






70.200 


.5 


gsi? 

'lis 

90,814 
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CHAPTER IV. 



ASSESSMENT OF INTANGIBLE PROPERTY. 

• 

While, relatively at least, the personal property list decreases 
from year to year, the demands for revenue constantly increase, 
with the inevitable result that the burden falls more and more 
heavily upon the property listed. The property bearing a heavier 
burden from year to year is the visible, or tangible, while the ' 
class escaping more and more from year to year is that which can 
be hid, or the intangible. While all cattle, tangibles, are prob- 
ably assessed at 40 per cent of their true value, intangibles, such 
as money, credits, stocks and bonds, are assessed at but a small 
fraction of their actual value or are not assessed at all. In fact, 
the woes of the taxing official do not really begin until he has to 
do with this class of property. 

MONIES AND CREDITS. 

Take for instance. Classification No. 19, ''Monies other than 
those of banks, bankers and brokers. * ' In 1890 the total amount of 
this item was $317,731. In 1912 it was but $224,167, a decrease of 
nearly 30 per cent. While the money of the state decreased 30 
per cent for purposes of taxation, bank deposits which should be 
assessed under this head increased roughly 1,600 per cent. It is 
hard to conceive of a more grotesque travesty on sound, fiscal 
policy than the pretence of taxing monies in North Dakota. A 
few exceptionally honest men, a few men caught in the midst 
of tr$insfers of property, and the widow and the orphan, pay 
the mite which flows into the coffers of the state from this source. 

In Barnes County, for instance, only $1,025 was returned 
under this item in 1912, while bank deposits were upward of $2,- 
000,000. Burleigh County returned but $2,275, while the deposits 
aggregated about the same as those of Barnes. Cass County listed 
tut $70,375, while deposits reached the very large sum of ^$8,870,- 
090. Mountrail County was taxed but $1,899, while bank de- 
posits amounted to $2,636,000. Ransom County listed but $100, 
while the bank deposits reached $1,264,000. Burke, McLean and 
Stark Counties returned no monies for taxation, while the bank 
deposits of these three rich counties aggregated approximately 
$5,000,000. 
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TABLE SHOWING NUMREB OF BANKS AND BANK DEPOSITS, ALSO MONEYS 
RETURNED FOR TAXATION FROM 1890 TO 1912. 



YEAR 



No. of Banks I Bank 



1890 

1893 ""!!!!!!!!!!!!!!!!!!"! 

1894 

1895 

1896 

1898 

1899 

1900 

1901 

1902 

1903 

1904 

1905 

1906 

1907 

1908 

1909 

1910 

1911 

1912 



Deposits I Moneys Ass'd 




4,022,356 

6,708,181 

6,683,650 

7,400,115 

7,531,141 

9,100,289 

10,026,471 

11,222,565 

12,466,137 

19,012,954 

22,476,029 

22,311,532 

27,630,117 

36,663,989 

41,884,447 

46,989,632 

56,493,296 

68,189,923 

57,979,336 

70,302,584 



$ 



** 



507,515 

745,338 
424,978 
586,906 
886,389 
270,251 
445,473 
265,398 
149,253 
281,555 
306,138 
283,185 
265,330 
187,725 
312,616 
224,334 
339,934 
398,854 
226,287 
224,167 



•Reports for years 1891, 1892, and 1897 missing from state records. 
••Until 1897, moneys of banks were also assessed. This accounts for the 
large returns prior to that year. 
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On the preceding page of this report will be found a table 
showing the bank deposits and the monies assessed since 1890. It 
will be seen that, while the number of banks and the bank depos- 
its have steadily increased, the former from 37 to 733 and the 
latter from $4,022,356 to $70,000,000, monies assessed have de- 
creased from half a million to a quarter of a million. 

STOCKS AND BONDS. 

In the matter of stocks and bonds, the loss is even more ex- 
aggerated. In 1912 the entire state only returned $49,284 under 
this item, while the report for June 30, 1911, of the internal rev- 
enue commissioner reports the capital stock of the corporation 
other than public service, of the state, at $55,569,094. 

The law governing the taxation of this class of wealth is 
entirely ignored and the real and personal property of corpora- 
tions is assessed the same as the property of individuals. 

Credits, other than those of banks, were assessed this year at 
$510,498. As this class includes mortgages and notes not held 
by banks, book accounts and all like evidence of wealth, there 
is no question but that it reaches an enormous sum and in the ag- 
gregate probably totals many times the personal property of the 
state returned for taxation. The 1910 Federal Census shows that 
the mortgages on the farms owned by the actual operators, alone, 
aggregated $47,841,587. The shares of capital stock of foreign- 
corporations is another class which remains persistently in hiding, 
only $22,110 being returned in 1912. Franchises, annuities, royal- 
ties and patents undoubtedly exist in North Dakota and are valu- 
able, but the assessors found only $8,795 for this item. 

EXPEEIENCE OF OTHEE STATES. 

North Dakota's experience is no exception to the general ex- 
perience of those states which have attempted to tax intangibles 
at their full value. Tax literature teems with the reports of spe- 
cial tax commissions, regular tax commissions, taxing experts and 
taxing officials bewailing the failure of the tax on intangibles. In 
most of the states under the uniform ad valorem system the 
percentage of monies and credits returned by the assessors to the 
true value of the property is a fraction of one per cent. As the 
commercial life becomes more and more complex the percentage 
of intangible personal wealth continually increases; yet, at the 
same time, the amount returned for assessment decreases. In 
many of the states the taxation of mortgages has been abolished 
altogether, the contention being that this class of property almost 
entirely escapes taxation, while the danger that the tax might 
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be enforced raises the rate of interest to the borrower from VA 
to 1% per cent. In other states the determined attempt at listing 
and taxing at its true value mortgage wealth residted in money 
leaving the state and a sharp increase in interest rates. Many 
laws have been enacted by state legislatures to force this class of 
wealth to bear an equal burden of taxation, but they have all 
proved inadequate. Tax ferrets and the most drastic laws have 
failed to bring it out of hiding. In despair, during the past dozen 
years, taxing officials have been turning away from the theory of 
the uniform ad valorem tax to a classified tax ; that is, they be- 
lieve that the particular rate that will return the greatest revenue 
to the state should be placed upon a given class of property. 

It is unnecessary to continue the discussion of the failure of 
taxing oflScials to list and tax intangible property. The fact that 
it almost altogether escapes taxation is too generally known to 
be controverted. We believe the assertion will stand without con- 
tradiction that, more intangible property escapes taxation in 
North Dakota than the aggregate assessment of every description 
of property, including real estate and public service corporations. 
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CHAPTER V. 



CLASSIFICATION OP PKOPERTT. 

It would be difficult to conceive of a system of taxation which 
would work greater injustice or one under which the burden of 
taxation would be less uniform than the uniform ad vaolrem sys- 
tem. In the past, tax officials have bewailed the depravity of hu- 
man nature an'd have sought by tax ferrets and drastic laws to 
enforce a uniform tax on all property. Today tax experts are be- 
ginning to realize that there is cause for this condition. 

It has been the experience of administrative officials since 
the dawn of government, that unjust and unreasonable laws can- 
not be enforced. The trouble of the tax official lies with the illogi- 
cal and unscientific provisions of our state constitution, which 
requires that all property be assessed at a uniform rate. Since 
mortal man never succeeded in levying a uniform tax on all 
classes of property, it is a natural corollary that no taxing of- 
ficial ought to be required to attempt it. The first rule of taxa- 
tion is that the burden should be distributed according to the 
ability to bear it ; the second is that the uncollectable tax should 
be abolished. 



CLASSIFICATION ILLUSTRATED. 

A concrete illustration of this is to be found in the individual 
who has his money in the bank. It is there largely as a matter of 
safety and accommodation and also because of the interest paid. 
Supposing that '* tax-payer A" has $10,000 in the bank on which 
he is receiving four per cent interest; the local rate of taxation, 
we will say, is six per cent; the bank is required under the law 
to list this deposit for taxation. What is the result? Plainly, tax- 
payer A will not submit to taxation, if he can help it, which ab- 
sorbs all of his income and a portion of his principal each year. 
He will withdraw his money from the bank and invest it where it 
will either escape taxation or where he will only sacrifice a por- 
tion of his income in taxes. If, instead of 6 per cent, taxpayer A 
had only been required to pay 30c on each $100 of his deposit, he 
would probably have paid it and the state would have been ahead 
the revenue. As the law exists, enforce the tax and you destroy 
the banks, with all the entailed disasters to the state. 
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UNIFORM METHOD DISCARDED. 

Many progressive states have discarded the doctrine of the 
uniformity of taxation and have accepted the theory of a diversi- 
fied tax which allows them to place a rate upon each particular 
class which will return the largest revenue without injury to 
business or injustice or hardship to the individual. The placing 
of a light tax upon intangibles has been tried in several states of 
the union and by many foreign countries. The City of Baltimore 
was one of the pioneers in this experiment of taxation * and 
achieved satisfactory results. In 1896 the City returned $58,700,- 
000 of securities, upon which was imposed a tax of 17% mills for 
state purposes and 30 mills for city purposes. In 1900 a law was 
enacted which provided that credits should be assessed 30c on 
$100. During the ten-year period from 1898 to 1908 the taxable 
basis of intangible wealth in the city increased from $58,700,000 
to $150,000,000, or roughly 150 per cent. 

CLASSIFICATION IN SWITZERLAND. 

In Switzerland personal property yet remains a substantial 
basis for taxation. As it is a confederation, it affords a most fav- 
orable opportunity for a comparison with the United States c/ 
the operation of the personal property tax. The systems of tax- 
ation vary in the various cantons, but it is safe to say that far 
better results are obtained under their worst conditions than un- 
der the most favorable in the United States. Not so much de- 
pendence is placed upon the personal property tax as a source of 
revenue. The systems are more varied and a larger class of ob- 
jects fall under taxation. Roughly speaking, the cantons divide 
themselves into four classes. 

In class one the operation of the personal property tax is 
very successful. Property is listed by the declaration of the tax- 
payer, and the evasions are on the part of the small, rather thtin 
the large estates. In the second class the laws are stringent and 
vigorously enforced, but the results are varied and unsatisfactory. 
In the third class the laws are efficient but laxly enforced, but the 
taxation of personal property is highly successful. In the fourth 
group conditions prevail much like those in the United States at 
the present time.- The laws are drastic and most stringently ad- 
ministered, and yet the results approach the nearest to a com- 
plete failure to any of the four classes. 

The question naturally arises, **why are better results ob- 
tained in cantons where the law is less drastic and less stingently 
administered than in cantons where it is closely administered and 
most drastic?'* It clearly shows that arbitrary laws are not 
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suflScient for the collection oi a personal property tax;* it must 
conform to scientific principles. An examination of the rates in 
the various cantons furnished the key to the problem. 

In the first group the tax ranges from 40 to 70c per $100 and 
is much less in the smaller estates. 

In the second group the rate is varied, which results in the 
varied success of the tax. Where the rate is high, from $1 to $1.20 
per $100, the returns are meager on that class of property which 
can evade taxation, but the returns are much more complete 
where the tax does not exceed from 40 to 60c on $100. 

The third group, owing to its economical and financial po- 
sition, is not compelled to raise as much revenue as in the second 
and fourth groups, and the tax does not exceed from 30 to 60c on 
$100. The result is that little tangible property seeks to avoid 
taxation. 

In the fourth group the tax ranges from 80c to $2.00 on $100, 
and the result is all but a complete failure. All property that 
can evade taxation escapes and in contrast with the other three 
groups, the revenue is very small. 

To summarize, the experience of Switzerland is that, where 
the tax does not exceed i50c on $100, the returns from a given 
amount of property are much greater than the returns from 
the same amount of property on which the tax ranges from 50c 
to $2, returns decreasing as the tax increases. 

Prof. Bullock, to whom we are indebted for many interest- 
ing facts in connection with the Swiss system of the personal 
property tax, says : •* * Swiss experience shows that, with good ad- 
ministration and a moderate rate of taxation, personal property 
can be taxed with reasonable success. It also demonstrates that 
the most Draconian laws and rigorous administration are power- 
less to reach the great mass of personalty when the tax rate ex- 
ceeds the bonds of reason and moderation. In Switzerland this 
fact finds general recognition; if American states would take it 
to heart they could speedily solve the most diffilcult problem in 
the whole realm of taxation." 

THE MINNESOTA EXPERIMENT. 

However, we do not need to go to Switzerland, Baltimore or 
Pennsylvania to study the minimum tax on intangibles. In 1910 
the Minnesota Legislature placed a three mill tax on monies aad 
credits. Prior to that time taxing officials, including their most 
able tax commission, despaired of listing any considerable por- 
tion of this class of property. In 1910 the assessed value of 
monies and credits included in the three mill tax law amounted 
to $13,919,806. In 1911, under the new law, the amount re- 
turned for taxation was $115,676,126, an increase of 731 per cent 
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over the preceding year. With three of the 86 counties of the 
state estimated, the assessment of monies and credits this year 
is $135,034,476, an increase of 16.7 per cent over 1911. Based on 
the population of 1910, the per capita assessment of this class of 
property was $6.70 in 1910, $55.73 in 1911 and $65.06 in 1912. Com- 
pared with bank deposits the assessment of 1910 represented only 
4.2 per cent of such deposit, while in 1911 it equalled 33.8 per cent 
and in 1912, 42.3 per cent. In North Dakota in 1912 monies and 
credits were assessed at $734,584, while bank deposits aggregated ^ 
$70,302,584. While Minnesota secured under her three mill law 
the assessment of 43.3 per cent of bank deposits. North Dakota 
secured a trifle more than 1 per cent of bank deposits. Not only 
is much more property listed under the three mill law, but the 
burden is much more widely distributed, and hence, more equit- 
ably distributed among the people* This is shown in the large 
increase of the number of people assessed. In 1910, 6,200 people 
were included as paying taxes under this item. In 1911 the num- 
ber was 41,439 and in 1912, 49,949. 

For convenience in comparing the different items for the 
three years, we give the following tables: 

RECAPITULATION. 



1910 



1911 



1912 



Number assessed 

Total assessment 

Per capita assessment 

Per cent of bank deposits .. 
Per cent increase over 1910 
Per cent increase over 1911 



$ 



6,200 

13,919,806 

6.70 

4.2 



41,439 

% 115,676,126 

$ 55.73 

33.8 

731 



49,949 

.$ 135,043,476 

$ 65.06 

42.;J 

870 

16.7 



Notwithstanding the low rate of taxation, the amount of rev- 
enue derived from the three mill tax on money and credits in 1911 
was nearly as large as that of 1910, when the rate averaged over 
28 mills. The total tax on this class of property in 1910 was $379,- 
754.58; in 1911 it was $347,028.38, a decrease of $32,726.18, or 
8.2 per cent, compared with the preceding year. Excluding Min- 
neapolis and St. Paul from the statement, the balance of the 
state made a net gain in revenue from this source of $71,505.85 
in 1911 oVer 1910. Of the 86 counties of the state, 68 showed a 
gain and 18 a loss in revenue compared with 1910. In the 64 
cities and villages of the state having a population in 1910 of 
2,000 and over, 53 gained and 11 lost revenue. 
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The heaviest decrease ii> the cities was in Minneapolis and St. 
Paul, but this decrease was more apparent than real. For many 
years a custom prevailed in both of these cities of first fixing the 
aggregate assessment to be made against the more wealthy indi- 
viduals, firms and corporations, and then making an arbitrary di- 
vision of the assessment among the items of the personal property 
list,' without much regard to the actual value of the property in- 
cluded in the assessment. The amount was probably less than 
the assessed figures indicate. For this reason the Minnesota Tax 
Commission is inclined *to think that the loss of revenue in these 
cities from this source in 1911 compared with 1910 was more ap- 
parent than real. 

CONDITIONS IN NORTH DAKOTA. 

It seems clear to the officials having to do with the adminis- 
tration of revenue laws that the uniform ad valorem tax is any- 
thing but uniform and that it works a hardship to the owner of 
tangible property. Theoretically it might seem that the tax bur- 
den would be fairly distributed by attempting to tax all property 
uniformly, yet, as a matter of fact it does not produce equality and 
there is no hope, if we can judge the future by the past, that it 
ever will justly distribute the tax burden. Little, if any, revenue 
is received from mortgages in North Dakota, although they are 
required to be assessed at their full value in money. Experience 
shows that the borrower often pays the tax which is ever levied 
in a higher rate of interest. Would it not be better to impose a 
lighter rate or a registration tax, such as has been adopted by 
New York and Minnesota, on this class of wealth, rather than let 
it escape taxation altogether. There are many ways of reaching 
taxable property other than by a uniform ad valorem tax if 
enough latitude is but given legislative and administrative officials. 
In Pennsylvania, West Virginia, New York, Maryland, Washing- 
ton, California, Wisconsin and many other states, the attempt 
at uniform assessment has been abandoned and property is class- 
ified, and various rates and various kinds of taxes are applied to 
different classes of property. The general property tax, the in- 
come tax, the inheritance tax, and licenses and fees are employed ; 
one scheme of taxation is peculiarly adapted to one class of prop- 
erty and another to another; one rate will bring returns on one 
class of property but absolutely nothing on another class, so the 
rates are varied. 

The fear of those who advocate the uniform ad valorem tax 
is that tangible property, as well as real estate, will bear an un- 
just share of the tax burden. This fear has kept in vogue an anti- 
quated tax system, which was sufficient in the days of our fathers 
when nearly all property was tangible. The effect of this system 
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is that real property, according to the United States Census of 
1910, bears 83 per cent of all of the state and local Vslx of this 
country. The experience of those states and countries which 
have adopted the classified tax system is that, instead of in- 
creasing the burden upon real property, it more nearly reaches 
all classes of property with some portion of the burden of tax- 
ation and relieves land from its burdeu to just that extent. 

In North Dakota the legislative and administrative oflScials 
are held hard and fast to the uniform ad valorem tax by a clause 
in the State Constitution. The 1911 legislative assembly passed 
a concurrent resolution repealing this section and providing for 
classification. It is before the present assembly and if passed 
will go to the people for ratification in 1914. This proposed 
amendment is, in the judgment of this commission, adequate to 
meet the situation and we Earnestly urge its adoption by this as- 
sembly and its ratification at the polls in 1914. 

THE PENDING CONSTITUTIONAL AMENDMENT. 

The following is the concurrent resolution as it passed in the 
last legislature: 

UNIFORMITY OP TAXATION AND CLASSIFICATION 

OF PROPERTY. 

Concurrent Resolution Amending the Constitution of the State 
of North Dakota, Relating to Uniformity of Taxation and 
Permitting the Clasi^ification of Property for the Purpose of 
Taxation and Relating Further to the Assessment and Tax- 
ation of Certain Public Utility Companies. 
Be it Resolved by the House of Representatives of the State of 
North Dakota, the Senate Concurring : 

The following proposed amendments to sections 176 and 179 
as amended by article 4 of the Constitution of North Dakota of 
article 11 of the Constitution of the state of North Dakota, is re- 
ferred to the legislative assembly to be chosen at the next gen- 
eral election in said state, to be by the said last mentioned legis- 
lative assembly submitted to the qualified electors of the state for 
approval or rejection, in accordance with the provisions of sec- 
tion 202 of the Constitution of the state of North Dakota : 

(Amendment.) — Section 176 of the Constitution of the state 
of North Dakota is amended to read as follows : 

Section 176. — ^Taxes shall be uniform upon the same class of 
property including franchises within the territorial limits of the 
authority levying the tax, and shall be levied and collected for 
public purposes only, but the property of the United States, and 
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of the state, county and municipal corporations, shall be exempt 
from taxation; and the legislative assembly shall by a general 
law exempt from taxation, property used exclusively for school, 
religious, cemetery, charitable and other public purposes and 
personal property to any amount not exceeding in value two 
hundred dollars for each individual liable to taxation; provided 
that air taxes and exemptions in force when this amendment is 
adopted shall remain in force, in the same manner and to the 
same extent, until otherwise provided by statute. 

» 

VIEWS OF U. S. SUPEEMB COURT. 

That the classification of property for purposes of taxation 
is upheld by the highest legal as well as the highest economic au- 
thority is instanced by the decision of the United States Supreme 
Court in the case of the Pacific Express Co., vs. Sieb^rt, 142 U. 
S. 339 : 

**This court has repeatedly laid down the doctrine that diver- 
sity of taxation, both with respect to the amount imposed and 
the various species of property selected either for bearing its 
burdens or for being exempt from them, is not inconsistent with 
a perfect uniformity and equality of taxation in the proper sense 
of those terms ; and that a system which imposes the same tax upon 
every species of property, irrespective of its nature or condition 
or class, will be destructive of the principle of uniformity and 
equality in taxation and of a just adaptation of property to its 
burdens." 
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CHAPTER VI. 



ASSESSMENT OP BANK STOCK. 

One of the problems that is constantly recurring to vex asses- 
sors as well as county and state boards of equalization, is the 
problem of how properly to assess, bank stock. There is a wide- 
spread dissatisfaction with the present method of assessment, if, 
indeed, it can be said that the assessment of bank stock is 
made in pursuance of a method. This dissatisfaction is shaded 
by both the taxing officers and the banks, and when one surveys 
the practice under our laws there is little wonder that dissatisfac- 
tion exists. In order that an understanding may be had, it will 
be well to consider first the provisions of the law, and then the 
practice. It will then be possible to ascertain whether the law 
and practice accomplish the desired ends, and if not whether the 
defects are attributable to a law based on wrong principle, to im- 
proper administration, or to both. 

The statute governing the matter is as follows : 

*'Bank stock, where and at what valuation to be listed. 
The stockholders of every bank located in this state, wheth- 
er such bank has been organized under the banking laws of 
this state, or of the United States, shall be assessed and taxed 
on the value of their shares of stock, in the county, town, 
district, city or village where such bank or banking associa- 
tions is located, and not elsewhere, whether such stockholders 
reside in such places or not; such shares shall be listed and 
assessed annually, with regard to the ownership and value 
thereof on the first day of April of each year. To aid the 
assessor in dete;?mining the value of such shares of stock, the 
accounting officer of every bank shall furnish a statement to 
the -assessor, verified by. oath, showing the amount and num- 
ber of such shares of capital stock of such bank, the amount of 
its surplus or reserve fund and undivided profits in excess 
of an amount equal to five per cent of the loans and dis- 
counts of such bank ; the amount of its net investment in real 
estate, which real estate shall be returned in the name of the 
bank and shall be assessed and taxed as other real estate is 
under this article. To determine the real value of such real 
estate investments the assessors shall strike from his lists all 
real estate which said bank has sold to any party or parties 
under any contract whereby the party or parties making and 
signing such contract agrees to pay all taxes levied against 
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said property. The assessor shall deduct the net amount of 
said investment in real estate from the aggregate amount of 
such capital and surplus, and the remainder shall be taken as 
a basis for the valuation of such shares of stock in the hands 
of the stockholders subject to the provisions of law requir- 
ing all property to be assessed at its true and full value. The 
shares of capital stock in national banks not located in this 
state, held in this state, shall not be required to be listed un- 
der this article. 'V 

It is the avowed aim of the statute 'Ho aid the assessor in 
determining the value of such shares of stock.'' In order to 
accomplish this purpose the statute requires the accounting of- 
ficer of every bank to ''furnish a statement to the assessor, veri- 
fied by oath, showing the amount and number of such shares of 
capital stock of the assessed bank, the amount of its surplus or re- 
serve fund and undivided profits' in excess of an amount equal 
to five per cent of the loans and discounts of such bank; the 
amount of its net investment in real estate.'^ In prescribing the 
rule for valuing the stock under the statement above referred to, 
the statute provides that the assessor "shall deduct the net 
amount of said investment in real estate from the aggregate 
amount of such capital and surplus and the remainder shall be 
taken as a basis for the valuation of such shares of stock in the 
hands of the stockholders, subject to the provisions of the law 
requiring all property to be assessed at its true and full value." 
It will be readily seen that the primary aim of the statute is to 
fix a rule for the valuation of the- bank stock for assessment pur- 
poses, and, through the operation of this rule, a secondary object 
is to be accomplished, namely; to avoid taking both bank stock 
and real estate in which the capital of a bank may be' invested. 
The statute very properly recognizes that the value of the bank 
stock is enhanced by the amount of surplus, reserve and un- 
divided profits, and it is provided that the amount of this fund, 
in excess of five per cent of the loans and discounts, shall be 
added to the capital and that the sum shall form the basis of the 
valuation for assessment purposes. In order, however, to avoid 
double taxation, so much of the capital as is invested in real 
estate, which is assessed in the name of the bank is required to be 
, subtracted. This rule for determining the value of bank stock 
for assessment purposes is one that has, with slight variations, 
been adopted in many of the states. There are two features of 
this rule that give rise to difficulty in assessment, and which 
are therefore worthy of attention. 1st. The provision permitting 
the subtraction of five per cent of the loans and discounts fi*om 
the surplus or reserve fund and undivided profits. 2d. The pro- 
vision authorizing the subtraction of the net investment in real 
estate. After commenting on the chief objects of the rule laid 
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down in this statute two provisions will be considered in the 
order named. 

In all the discussion relating to the assessment of bank 
stock under the provisions of the statute it must be borne in 
mind that it is the aim to assess bank stock at its book value as 
distinguished from its market value. No attempt is made to 
assess the bank stock upon the basis of an added value which 
might be called excess due to good will ; thus, in instances where 
bank stock might readily be transferable at a price greater than 
the proportion of capit^, surplus, reserve and undivided profits 
apportioned to such share, this is not taken into account in mak- 
ing the assessment. On the other hand, if perchance, the actual 
value of a share of stock should be less than the proportionate 
share of capital, surplus, reserve and undivided profits, this 
circumstance is not taken into consideration in makiug the assess- 
ment. The statute would undoubtedly warrant the changing 
of the assessed value to correspond with actual value, inasmuc::! 
as the provisions above referred to operate ** subject to the pro- 
visions of law requiring all property to be assessed at its true 
and full value.'' But in practice the book value dlone is relied 
upon. However, it is believed that the instances where stock in 
banks is salable at a premium are much more frequent thi'.n 
those where they are salable below the book value. 

THE PROVISION PERMITTING THE SUBTRACTION OF 

FIVE PER CENT OF THE LOANS AND DISCOUNTS 

FROM THE SURPLUS OR RESERVE FUND AND 

UNDIVIDED PROFITS. 

At the outset we find that North Dakota is the only state in 
the -Union which permits the basis of the valuation of bank stock 
for assessment purposes to be reduced by an amount equal to five 
per cent of the loans and discounts. It is difficult to conceive 
of any condition peculiar to North Dakota justifying this rule 
upon the basis of banking economy. The provision is apparently 
designed to encourage conservative banking. This it does by 
creating an exemption in favor of surplus, reserve and undivided 
profits. However desirable this measure of encouragement might 
seem, the fact remains that the policy of encouraging in this man- 
ner the development of particular business enterprises is one that 
is not sanctioned by the constitution of the state, which requires 
uniformity of valuation for assessment purposes. 

Furthermore, when we consider this provision merely as an 
exemption, either to the bank or the individual stockholder, the 
constitutionality of the statute authorizing it, may well be ques- 
tioned. Th^ constitution of North^Dakota provides that the ''legis- 
lative assembly shall by a general law exempt from taxation 
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****** personal property to any amount not exceeding in value 
two hundred dollars for each individual liable to taxation/' The 
legislature in pursuance of this constitutional authority passed a 
general statute. Section 1484, Sub-division 8: ** exempting per- 
sonal property of each individual subject to taxation to the 
amount of ten dollars. ' ' It seems clear that the statute exempting 
an amount of surplus, reserve and undivided profits equivalent to 
five per cent of loans and -discounts cannot be legally defended 
as a valid exemption law, first, because the exemption may or 
may not amount to more than the constitutional limit, second, the 
statute is only applicable to owners of bank stock and is not an 
exemption to *'each individual liable to taxation," provided by 
general law. 

It is not likely, however, that this provision was inserted in 
the statute with a view of creating an exemption. Whether or 
not it operates as an exemption is another matter. The reduc- 
tion has probably been allowed on the theory that since the sur- 
plus, reserve and undivided profits are created with a view of pro- 
tecting depositors against consequences of mistaken judgment in 
the matter of loans and discounts, and, since experience demon- 
strates that there will be occasional losses due to inadequacy or 
shrinkage of security, it is only just in estimating the value for 
taxation to subtract such a sum as will care for the burden di- 
rectly chargable against these funds. So considered the law is on 
a par with laws that have been passed in other states, authoriziug 
debts to be subtracted from credits. These laws have universally 
proved unsatisfactory. Furthermore, there is not another pro- 
vision to be found in our statutes authorizing a reduction in the 
taxable value of property on account of the liabilities of the owner, 
of the property. Even in assessing real estate, we assess the 
mortgaged land to the owner, presumably, though not actually, 
at full value, and the assessment is not reduced by the amount of 
the mortgage that there may be against the land. If the propriety 
of subtractiQg a percentage of loans and discounts foY taxation 
purposes be conceded then justice should require that the per- 
centage subtracted be only that necessary to care for the bad 
loans. All the information that this Commission has b©en able 
to obtain poiuts to the conclusion that in practice the percentage 
of bad loans is much less than five per cent of the entire loans. 
This is the testimony, not merely of officials, but of many of the 
bankers. After all it must be remembered that the statute aims 
primarily to arrive at the value of bank stock and it cannot be 
said that the saleable value of bank stock generally is under the 
book value to an extent equal to five per cent of the loans and 
discounts. 

In practice this provision of the statute has been productive 
of inequality of tax burden between the banks. In a number of 
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instances where the surplus, "reserve and undivided profits was 
less than five per cent of the loans and discounts the surplus, re- 
serve and undivided profits have been added to the capital and 
from this sum five per cent of the loans and discounts have been 
subtracted, with the result that in these instances the assessment 
basis has been less than the capital stock. On the other hand, 
many banks in filling out their statements for assessment purposes 
have indicated in the statement that the surplus, reserve and un- 
divided profits did not exceed five per cent of the loans and dis- 
counts and consequently they did not add surplus and capital 
and subtract five per cent of the loans and discounts. The pro- 
cedure in the latter cases was undoubtedly correct and the one 
that should be universally followed. The statute very clearly does 
not purport to give an absolute right to subtract five per cent of 
the loans and discounts. (A recommendation with regard to this 
provision of the statute is made in another part of this report). 



THE PROVISION AUTHORIZING THE SUBTRACTION OF 
THE NET INVESTMENT IN REAL ESTATE. 

Our law is not peculiar in allowing a subtraction for the in- 
vestment in real estate, and it would seem that such procedure is 
necessary in order to avoid double taxation. However, the priv- 
ilege of reducing the value of the stock for assessment purposes by 
the full amount of the net investment in real estate is one which 
readily lends itself to abuse. This provision of the statute is a 
most fertile source of dissatisfaction. It is unsatisfactory both to 
the tax officials of the state and to the banks. It is unsatisfactory 
to tax officials because of the difficulty in administering the law 
in such a way as to prevent abuses. It is unsatisfactory to the 
banks because it tends to, and does produce inequality of tax 
burden between those engaered in the same business. Good bank- 
ing frowns upon the practice of tying up bank capital in real 
estate investments, yet the law which authorizes the full net in- 
vestment in real estate to be subtracted from the assessment 
basis of the bank holds out a constant temptation to the banks 
to retain real estate investments upon their books which thev 
can u§e as an effective weapon to avoid high taxation upon bank 
stock. It is. of course, provided that banks may lesritimatelv 
invent in real estate sufficient capital to provide for a suitable 
site and structure and in addition to this banks may from time 
to time, in the interest of self protection, be compelled to take 
real estate to protect them from the consequences of loss through 
loans. "Wherever real estate is acquired in the latter manner, 
however, good banking policy requires that it be converted as 
soon as possible without loss. A law of this character cannot 
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but prove a source of annoyance lo those intrusted with the 
administration. It is possible, however, to very materially im- 
prove the administration under this provision of the law and the 
tax commission will undertake measures of improvement that 
ought to reduce, in some degree, the ill effects of the law. 

To show how the law may operate in such a way 
as to produce an inequality of tax burden between 
banks, we may test its application under circumstances 
which very frequently exist. Banks A and B do business in a 
city. They are competing institutions. Owing to the high state 
of development of community life, the tax rate in the city is high. 
Bank A has presumably one-fifth of its capital invested in its 
site, banking house and fixtures. Bank B has the same investment 
in these items, but also has a substantial investment in real es- 
tate situated in remote country districts where the rate of taxa- 
tion is low. It will, nevertheless, subtract from what would other- 
wise be its assessment basis the full investment in real estate. 
Thus while the law aims to tax bank stock at the place where 
the bank does business and at the rate obtaining in that taxing 
district, the valuation of bank stock for assessment purposes is 
reduced by the net investment in real estate in another taxing dis- 
trict, (even in other counties, states or foreign countries) where 
the rate of taxation is much lower. The statement of* one bank 
drives an instance of the inequality above described. It does 
business in a city where the tax rate is between 65 to 70 mills and 
returns one-fifth of the capital invested in real estate in a county 
where the average rate outside of cities and villages is 31 mills. 
It will readily be seen that while the law aims to give to the 
community where the bank is situated the benefit of the assess- 
ment of the bank stock, it is deprived of a substantial portion of 
the value in this instance, and that the attempt to prevent dou- 
ble taxation has in this instance resulted in but half taxing that 
portion of the capital invested in country real estate. 

At the last session of the legislature an act was passed (Chap- 
ter 54, Laws of 1911) limiting the investment in real estate to 
thirty per cent of the total capital, and further providing that in 
case real estate should come to the bank as a result of foreclosure, 
or other transaction, made for the protection of the bank against 
loss, the real estate in excess of thirty per cent of the capital stock 
should be converted within a limited time. A rigid execution of 
this provision of the law will go a long way toward preventing 
such inequalities as result from the practices above indicated. 

In Minnesota and Wisconsin little or no difficulty is exper- 
ienced in the matter of assessing bank stock. In neither of those 
states, however, may banks subtract from the sum of the capital, 
surplus, reserve and undivided profits real estate investments 
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to an unlimited amount. In Minnesota they are restricted to the 
legal investment, and in Wisconsin to the amount invested in 
banking house and site. In view of the fact that most of the 
conflict between banks and local authorities is due to 
the reduction of the assessment basis by the subtraction of 
an amount representing real estate investments, which in many 
instances almost equals and sometimes exceeds the capital. A 
limitation upon the amount of real estate investments, which, to 
prevent double taxation, may be subtracted from the assessment 
basis, would reduce friction to a minimum. (Recommendations in 
accordance with the views herein expressed will be found on 
Page 157 of this report.) 

A careful study of the statements upon which the assessment 
for 1912 was based reveals still another source of inequality that 
may well be mentioned. The statements reveal a lack of uni- 
formity in practice in regard to the item of furniture and fixt- 
ures. In many of them the investment in furniture and fixtures 
is subtracted in the same way as though it were real estate, 
while in others it is apparent that this investment has not been 
subtracted. There should be uniform practice in this respect 
and the Tax Commission will undertake to establish a rule of 
universal application, which shall be in accord with the intent 
of the law. 

REFORM IN METHODS OF ASSESSING 

BANK STOCK. 

Not a little of the difficulty experienced in assessing bank 
stock is due to our methods of assessment. Under the law local 
assessors are required to make the assessment upon the state- 
ment furnished by the bank. While it would seem to be an easy 
matter to make the assessment upon the basis of the statement 
rendered, nevertheless it very often turns out that the local as- 
sessor fails to do the work properly. If there is more than one 
bank in the taxing district under the jurisdiction of the* assessor 
and he should fail to make an assessment that would be equitable 
as between the different banks, there is no legal way in which the 
error could be corrected after the assessment gets beyond the 
district authorities. Our statutes providing for the review 
and equalization of assessments have been so interpreted (First 
National Bank of Casselton vs. Lewis, County Auditor, et al, 18. 
N. D. 390) as to preclude the board of county commissioners from 
changing individual assessments, except in unorganized town- 
ships. It can only equalize between the various assessment dis- 
tricts. All inequalities there may be within a taxing district will 
remain unless some extra legal procedure is had to change the 
assessment. 
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In practice the county commissioners, with the assistance 
of the county auditor, practically determine the assessment of 
bank stock within the county. In most instances this is done 
without legal authority. In some instances assessors have 
purposely omitted to return bank stock in order to lay a founda- 
tion for the assessment of the bank stock by the county auditor 
and board of county commissioners as escaped property — a pro- 
cedure of. doubtful- propriety. It would seem that the difficulty 
experienced in making a proper assessment of bank stock would 
justify a change in the administrative measures. We 
believe it would be well to ^expressly confer upon the 
board of county commissioners, acting as a board of 
review and equalization, the power to review individual assess- 
ments of bank stock. This would legalize what is already, to a 
great extent, the practice and would greatly facilitate the adminis- 
trative work of the tax commission in procuring a proper assess- 
ment. Such a measure is not open to the criticism of its being 
** special legislation." It is wholly warranted by circumstances 
and needed in the interest of equality. (See Recommendation on 
page 157 of this report) . 

SAVINGS BANKS. 

Since the statute quoted at the beginning of this chapter was 
adopted the legislature has authorized the creation of savings 
banks under a charter provided in chapter 56, Laws of 1911. It 
would seem that there could be little doubt that savings banks 
created under the charter provided for in the legislation of 1911 
are assessable under the statute above referred to in the same way 
as banks organized under the general bank law. There 
would seem to be no reason why savings banks should not be 
assessed under the same rules as other banks and it will be the 
policy of this commission to advise their assessment accordingly. 

TRUST COMPANIES. 

There are already organized in this state several trust com- 
panies having the charter powers granted under Chapter 22, the 
Code of 1905. The powers granted to these trust companies are 
very broad; they being authorized, among other things, to ac- 
cept and receive deposits of money for general savings account, 
and *^to loan money upon such securities as may be deemed ad- 
visable by the board of directors, and to borrow money in like 
manner upon the security of its own property or credit." In 
brief, they may do much of the business that a bank may do and, 
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in addition, they are authorized to accept trusts and sign surety- 
bonds. No special provision has been made for taxing the stock 
of corporations organized thereunder. 

There are, however, two sections of the Code, one of which 
should be applied in assessing stock of trust companies. One, sec- 
tion 1503, provides a method for the assessment of the property 
**of companies or associations." The other section, 1508, is the 
section heretofor quoted, which provides for the assessment of 
bank stock. There are two main reasons why section 1503 should 
not be applied to the assessment of the stock of trust companies. 

First. The section authorizes the total amount of indebted- 
ness to be subtracted from the market value, or actual value of 
the shares of stock. Obviously, this provision would be inappro- 
priate as applied to any corporation authorized to receive, gener- 
ally, deposits of money, inasmuch as the deposits represent * 'in- 
debtedness." This would, in every instance, exceed the '* actual 
value of the shares of the stock." 

Second. Section 1503 is practically a dead letter as applied 
to corporations generally, corporations having be^n assessed in 
this state on their property only. The defects of this provision 
as applied to corporations generally are discussed elsewhere 
in this report. 

Local trust companies are not subject to the 2^ per cent 
premium tax on the bond business that they do. This tax is only 
applicable to foreign companies. They now pay to the, insurance 
commissioner a small license fee and a nominal fee for filing their 
report. 

In view of the nature of their charter and the reasons given 
above we believe that trust companies should be assessed in the 
manner provided for assessment of bank stock and to this end 
we recommend that the provisions of section 1508 amended vi 
the manner hereinbefore indicated should be made expressly ap- 
plicable to trust companies organized under chapter 22 of the 
Code of 1905. (See recommendation on page 157 of this report.) 
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TABLE SHOWING ASSESSMENT OF BANK STOCK IN 1912 AND RANGE OF 

AVERAGE VALUE PER SHARE 



County 



Assessment, 1912 



Av. Assessed 
Val. per Share 



Adams 

Barnes 

Benson 

BilUngs 

Bottineau 
Bowman 

Burke 

Burleigh 

Cass 

Cavalier 

Dickey 

Divide 

Dunn 

Eddy 

Emmons 

Foster 

Grand Forks 

Griggs 

Hettinger 

Kidder 

LaMoure 

Logan 

McHenrv ..... 
Mcintosh .... 
McKenzie 

McLean 

Mercer , 

Morton 

Mountrail ... 

Nelson 

Oliver 

Pembina 

Pierce 

Ramsey 

Ransom 

Renville 

Richland 

Rolette 

Sargent 

Sheridan 

Stark 

Steele 

Stutsman 

Towner 

Traill 

Walsh 

Ward 

Wells 

Williams 



$ 33,0774)0 

130,194.00 
87,790.00 

113,100.00 

127,268.00 
44,701.00 
24,797.00 

131,944.00 

275,368.00 

117,615.00 
83,177.00 
37,022.00 
15,000.00 
28,701.00 
39,333.00 
41,218.00 

209,696.00 
61,480.00 
40,121.00 
25,833.00 

106,307.00 
25,473.00 

138,306.00 
19,814.00 
17,135.00 
68,905.00 
32,076.00 

139,816.00 

43,094,00 

55,570.00 

4,200.00 

100,029.00 
21,653.00 

158,512.00 
56,735.00 
35,390.00 

124,370.00 
41,280.00 
56,522.00 
45,000.00 
84,480.00 
77,992.00 

151,879.00 
78,424.00 

113,686.00 
81,752,00 

174,552.00 
85,184.00 

104,437.00 



$ 



26.46 
25.42 
31.35 
70.68 
25.63 
29.80 
14.24 
49.34 
30.82 
-28.54 
42.65 
29.50 
50.00 
23.92 
35.75 
30.53 
32.51 
31.21 
27.29 
39.14 
28.98 
29.96 
34.58 
22.00 
26.36 
32.05 
34.80 
40.50 
21.02 
32.68 
42.00 
29.46 
26.73 
36.34 
20.55 
22.46 
24.36 
28.47 
31.40 
37.60' 
31.84 
33.48 
36.32 
34.86 
30.32 
^7.02 
29.63 
36.87 
32.43 



Total I $ 3,910,008.001 Av. $ 32.01 
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CHAPTER VII. 



TAXATION OF CORPORATIONS. 



I. PRINCIPLES. 

The marvelous development of the country industrially has 
been accompanied by, if indeed it is not largely attributable to, 
the great centralization of capital applied to industry under the 
forms of corporate organization. The amassing of wealth under 
the ownership of an impersonal legal entity and the superior 
marketing facilities for the stocks and bonds, representing not 
merely the wealth but the measure of probable continuing earn- 
ing ability of th« corporation, has given rise to problems of tax- 
ation that have been difficult of solution. If evidence is needed 
of the difficulties involved in the solution of these problems, it 
is afforded by the most cursory investigation of the methods 
adopted by various states. There is an utter lack of agreement on 
even fundamental matters and the whole question may be said 
to be involved in a cloud of legal chaos. However, this much is 
certain, that the problem of handling corporation assessments 
is one that must be dealt with according to the needs of the 
situation; and the situation is one that is peculiar to the cor- 
porate form of industrial organization. 

Prof. E. R. A. Seligman, after a thorough discussion of the 
subject of Taxation of Corporations, draws certain conclusions 
and states certain principles which may well form a guide for 
future legislation on the subject. These conclusions are as fol- 
lows : 

1. ''Corporations should be taxed separately and on dif- 
ferent principles from individuals." 

2. ''Corporations should be taxed locally on their real estate 
only.'* 

3. "Corporations should be taxed for state purposes on their 
earnings or on their capital loans." 

4. "Only so much of total earnings or capital should be taxed 
as is actually received or employed within the state. In the case 
of transportation companies, a convenient and fairly accurate test 
is mileage." • 
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5. ^* Where capital and loans are taxed, the residence of the 
shareholder or bondholder should be immaterial. ' ' 

6. ** There should be no distinction between domestic and 
foreign corporations. Each should be taxed for its business done 
or capital employed within the state.'' 

7. * * If corporations arie taxed on their property, property be- 
yond the state should be exempt. ' ' 

8. **If corporations are taxed on their capital stock, they 
should not be taxed again on their property. ' ' 

9. * * Where the corporate stock or property is taxed, the share- 
holder*- should be exempt. If corporate loans are taxed, the bond- 
holder should be exempt." 

10. ** Where the corporation and the shareholder or bond- 
holder are residents of different states, the tax should be divided 
between the states by interstate -agreements. 



if 



11. **An additional tax should be levied on corporations which 
have through natural, legal or economic forces become monopo- 
listic enterprises.'' 



II. CLASSIFICATION. OF CORPORATIONS FOR PURPOSES 
OF ASSESSMENT IN NORTH DAKOTA. ' 



For purposes of assessment, corporations in North Dakota 
may be divided into five classes : 

1. Those coming within Section 1503 of the Code of 1905, 
which provides for the assessment of all companies or associations 
whether incorporated or unincorporated, according to a method 
therein prescribed, excepting therefrom banking corporations, 
whose taxation is specially provided for. 

2. Banking corporations, the assessment of which is provided 
for in Section 1508 of the Code of 1905. 

3. Railroads, express companies, telegraph, telephone com- 
panies, freight line companies, etc., which are assessed by the 
state board of equalization. 

4. Light, heat and power companies, which under the Laws 
of 1911 are assessable by the tax commission. 

5. Foreign Insurance Companies. 
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In the discussion which follows it will be impossible to en- 
tirely separate these classes one from the other on account of 
provisions of the law which overlap and seemingly apply to more 
than one class. 

I. COMPANIES AND ASSOCIATIONS GENERALLY. 

a. The Law : 

Section 1503 of the Code of 1905 provides for the assessment 
of companies and associations as follows : 

''Property of Companies or Associations, how and by whom 
Listed. The president, secretary or principal officer of any com- 
pany,, or association, whether incorporated or unincorporated, 
except banking corporations whose taxation is especially pro- 
vided for in this article ,shall make out and deliver to the as- 
sessor a sworn statement of the amount of its capital stock, setting 
forth particularly:" 

1. The name and location of the company and association. 

2. The amount of capital stock authorized and the number 
of shares into which said capital stock is divided. 

3. The amount of capital stock paid up. 

4. The market value, or if they have no market value, then 
the actual value of the shares of the stock. 

5. The total amount of all indebtedness except the indebted- 
jaess of current expenses, excluding from such expenses the 
amount paid for purchase or improvement of property. 

6. The value of all real property, if any. 

7. The value of its personal property." 

''The aggregate amount of the fifth, sixth and seventh items 
shall be deducted from the total afnount of the fourth, and the 
remainder, if any, shall be listed as 'bonds or stocks,' under sub- 
division 23 of section 1496. The rstsl and personal property of 
each company or association shall be listed and assessed the 
same as other real and personal property. In all cases of failure 
or refusal of any person, officer, company or association to make 
such return or statement, it shall be the duty of the assessor to 
make such return or statement from the best information he can 
obtain." 

It is manifestly the aim of this statute to provide a means of 
measuring what is called "corporate excess," "franchise value" 
or "good will." This excess is the value of the corporate stock 
over and above the value of its tangible property. The statute 
quoted above is vitally defective in the means provided for arriv- 
ing at this value. 
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b. Defects of the Law. 

Economic Defects : 

The statute quoted above is economically defective in lay- 
ing down the rule for determining the valu« of ** corporate ex- 
cess." It provides for the subtraction of corporate indebtedness 
from the market value of the stock thus authorizing what is 
tantamount to a double subtraction of indebtedness. If it is to 
be assumed that the faculty of the corporation is a proper basis 
for taxation then the law should provide a means of measuring 
the faculty which will correspond with actual conditions in the 
field of corporation finance* If a corporation has a capitalization 
of one hundred thousand dollars, tangible assets valued at seven- 
ty-five thousand dollars and a corporate indebtedness of fifty 
thousand dollars the amount of corporate indebtedness, of course, 
reduces by the same amount the market or actual value of the 
stock. If from this market or actual value as already reduced 
the indebtedness is subtracted we have a remainder that will 
under usual conditions fall below the tangible property, conse- 
quently we will have no *' corporate excess." The actual work- 
ing capital of the corporation will be an amount equivalent to the 
market or actual value of the stock plus the indebtedness, ex- 
cept indebtedness for current expenses, and it is this sum that rep- 
presents the faculty of the corporation. If from this sum the 
value of the tangible, property, otherwise assessed, is subtracted 
we arrive at the ** corporate excess." 

The highest economic authorities support the view that in 
arriving at the corporate faculty the market value of the stock 
arid indebtedness should be added. On this point Prof. B. R. A. 
Seligman says the following: 

^^This issue of mortgage bonds by a corporation is simply 
another mode of increasing the working capital. Correct policy 
demands the taxation of corporation bonds, as well as of stock, 
of loans as well as of share capital," (Essays in Taxation, 
page 214.) 

This view has the support, not only of economic authority 
but the principle is one that has commended itself to officials 
charged with the assessment of corporations elsewhere. Since 
1873 the board of equalization of Illinois has used the principle 
above referred to in arriving at the assessment of corporate stock. 
The following resolution adopted by the Illinois State Board of 
Equalization in 1909 shows the method there pursued in as- 
sessing corporations: The main features of this resolution have 
been embodied in the rules of the state board of equalization since 
1873. 

^* Resolved, That for the purpose of ascertaining the fair 
cash value of the capital stock, including the franchise, of all com- 
panies or associations now or hereafter created under the laws 
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of this state, and for the assessment of the same, or so much 
thereof as may be found to be in excess of the equalized valuation 
of the tangible property of such companies and associations, re- 
spectively, we, the State Board of Equalization, hereby adopt 
the following rules and principles : 

*^ First. The fair cash values of the shares of capital stock 
(consideration being given among other things, to the value of 
the shares of stock and the quotations of such shares in the mar- 
ket over such a period of time as may be reasonable, also 4:he 
books of said corporations and the returns made to the Auditor 
of Public Accounts, or such other information as the Board may 
have or may be able to obtain) and the amount of the indebted- 
ness (except indebtedness for current expenses, excluding from 
such expenses the amount paid for the purchase or improvement 
of property) shall be combined or added together." 

''Said State Board of Equalization shall then equalize said 
amount so obtained, so that said companies or associations shall 
be assessed as near as practicable upon the uniform basis with 
other property throughout the State." 

''Second. From the aggregate amount so determined and 
equalized as aforesaid, there shall be deducted the • aggregate 
equalized valuation of all tangible property of such corporation 
or association, respectively, and one-third of the remainder, if any, 
shall be taken and held to be the assessed value of the capital 
stock of such corporation or association, including the franchise, 
over and above the tangible property thereof." 

Constitutional Defects : 

In addition to the objection that our statute is economically 
unsoiind it is objectionable for the further reason that it is un- 
constitutional. Minnesota had a statute similar to ours and in 
1899 the supreme court of Minnesota in the case of the State vs. 
The Duluth Gas & Water Company, 76. Minn., 96, declared the 
statute to be unconstitutional, in so far as it authorized corporate 
indebtedness to be subtracted from stock value. On this point 
Justice Mitchell in a very able opinion used this language: "But 
in the latter section the legislature has gone a step further, and 
provided for the deduction from the value of the capital stock not 
merely of the value of the tangible corporate property otherwise 
specially taxed, but also the total amount of all indebtedness of the 
association, except indebtedness for current expenses. Such a 
provision is in direct conflict with the constitutional require- 
ment that all taxes shall be as nearly equal as may be, and that 
all property on which taxes are to be levied shall have a cash val- 
uation, and be equalized and uniform throughout the state. The 
indebtedness presumably affects the value of the stock as di- 
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rectly as do the assets of the corporation. The former depreciates, 
while the latter appreciates, its value. The practical effect of this 
provision is to allow a double deduction of the amount of the 
corporate indebtedness. It would necessarily result in inequali- 
ty of taxation, not only as between the associations themselves 
falling within the provisions of section 1530 (owing to differences 
in their financial condition,) but also as between all such associa- 
tions and persons or associations taxed under the general pro- 
visions of the tax law, who are not permitted to deduct iheir in- 
debtedness from the value of franchises owned by them." The 
language applies as well under the North Dakota constitution as 
under that of Minnesota. 

Additioiial Defects : 



The law is further defective in thai it applies to ''unincor- 
porated companies" and ** associations" as well as to corpora- 
tions. The only difference between an unincorporated company 
or association which has stock and to which therefore this law 
is made applicable, and any ordinary partnership is that the in- 
terest of the stockholder in any unincorporated company is more 
readily transferable than is the interest of a partner. No dis- 
tinction should be made between the assessment of the good 
will of a partnership and the assessment of the good will of an 
unincorporated company. It is manifestly impracticable to 
assess the good will of an unincorporated company, the ownership 
of which is evidenced by shares of stock. This difficulty, how- 
ever, might be somewhat lessened as to unincorporated companies 
for whose stock there is a readily ascertainable market value. 
We know of none such in North Dakota. If the good will of a 
company or association is to be assessed, why exempt the good 
will of the individual ? Yet we do not assess the professional man 
or the business man on the value of his professional or business 
good will. 

If this statute is to be of any value it must be made to apply 
to corporations alone, and only to such corporations as by reason 
of the corporate franchises under which they operate are able to 
capitalize their constant and prospective earning capacity. This 
manifestly does not apply to the ordinary business organization 
whose only franchise is a right *to be or exist as a legal entity and 
which is subject to all of the vicissitudes which characterize the 
transaction of business in a competitive field. Undei* present 
conditions in this state it would apply peculiarly to public utility 
corporations alone. 

A further defect of Section 1503 is that the rule therein laid 
down is expressly made in applicable to banking corporations. 
Experience shows that banking corporations are quite as likely to 
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have a corporate excess as are ordinary corporations. In fact, 
we believe 4;hat banks afford in peculiar degree an illustration of 
corporate excess. There are a number of factors which enter in 
making up the value of a certificate of bank stock. Among these 
factors are business advantages of being closely associated with 
financial interest in control of a particular bank and the reputa- 
tion a bank has earned during a period of years, and other con- 
siderations often lead the purchaser to pay a sum in excess of 
that which a cold consideration of the assets of the bank alone 
would justify him in paying. We do not contend that the law 
should be made to embrace banks, but recite this merely as an 
illustration of the defects of the law. 

Conclusions : 

With reference to the statute hereinbefore discussed our 
conclusions are as follows : 

1. That the law is defective in the method prescribed for 
measuring corporate excess — in fact, it is economically unsound. 

2. That it is legally unconstitutional. If the statute is to 
remain upon the statute books at all it should be amended by pro- 
viding that the fourth and fifth items should be added together, 
and from the sum of the fourth and fifth items the sixth and 
seventh items should be deducted. 

3. If the statute were repealed entirely no damage would 
result. In that the whole situation would be cleared up from a 
legal standpoint and we would continue to assess, as we do now, 
the real and personal property of ordinary corporations. Pro- 
vision is elsewhere made for the assessment of the franchises of 
public utility corporations, the methods employed, except insofar 
as qualified by the law und^r discujssion, resting within the dis- 
cretion of the officers whose duty it is to assess. We believe the 
wisest solution of the whole matter would be to repeal the law. 

2. BANKS. 

The whole subject of the assessment of banks is discussed in a 
separate chapter of this report and requires no further discus- 
sion here. 

3. ASSESSMENT OF RAILROADS, ETC. 

The Law in North Dakota : 

The law in North Dakota provides that the state board of 
equalization shall assess at its actual value the franchise and all 
property within the state, of all express companies, freight line 
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companies, car equipment companies, sleeping car companies, 
dining car companies, telegraph or telephone companies, and the 
franchise, roadway, roadbed, rails and rolling stock of all rail- 
roads operated in this state ; that it shall be the duty of the tax 
commission, and it shall have power and authority to assess at 
their actual value all light, heat and power companies doing busi- 
ness in the state. 

The state constitution provides that instead of assessing prop- 
erty as above, the legislature may pass a law providing for a 
gross earnings tax on all railroads. No authority is given to 
assess any other kind of public service corporations in this man- 
ner. AJl public service corporations of this class should be 
assessed by the same method. All should be assessed either on 
the ad valorem basis or on the basis of gross earnings. But 
under the unfortunate wording of our constitution, none of the 
above public service corporations can be assessed on the gross 
earnings basis except railroads. This leaves us the only other 
alternative, to assess all on an ad valorem basis. 

Distribution of the Tax on Railroads, etc. : 

The constitution provides that, '*A11 property, except as here- 
inafter in this section provided, shall be assessed in the county, 
city, township, town, village or district in which it is situated, 
in the manner prescribed by law. The franchise, roadbed, road- 
way, rails and rolling stock of all railroads operated in the state 
shall be assessed by the state board of equalization at their actual 
value and such assessed valuation shall be apportioned to the 
counties, cities, towns, townships and districts in which said 
roads are located, as a basis of taxation of siich property in pro- 
portion to the number of miles of railway laid in such counties, 
cities, towns, townships and districts." 

It seems to us that this method of distribution is indefensible 
from every standpoint. The property of a railroad company 
consists of long strips of land, used for right-of-way, stations, 
grounds and terminals. On this land it constructs its roadbeds, 
cuttings, viaducts, bridges, embankments and tunnels; depots, 
elevators, machine shops, round houses, coalinjg stations, etc. To 
this property must be added the various kinds of rolling stock 
and equipment. We find here, then, a vast system, extending 
over states within which are scores of taxing units upon and 
across which it extends. Adjacent taxing units, also, are bene- 
fitted by the system and from this it derives revenues although 
not actually within such units. The extent of territory covered 
in any given taxing unit and the expenditure involved in any 
such unit has little or no relation to the amount of service ren- 
dered within the area; neither does it have any relation to the 
amount of revenue derived from it. Nobody will con- 
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tend that the township assessor should assess a railway 
corporation on the ba^s of a very expensive bridge, tunnel, or 
em^bankment, which might happen to be within his township, 
while an adjacent township through which the railway did not 
pass could not share in such taxation, although, perhaps, con- 
tributing a much greater amount of traffic and earnings out of 
which taxes must be paid. Or, perhaps, in an adjoining township 
through which such line of railway passes we find level country 
with no streams to cross. In the assessment of ordinary property, 
the controlling feature is the market value of tl^e property taxed. 
Using the above illustration, it would be manifestly unfair to al- 
low one township in which such heavy expenditures were made 
to collect, say ten times as much tax on the corporation as the 
township adjoining through which it passed and to allow nothing 
to the one through which the line did not pass, although it 
might be the heaviest contributor to the revenues of such railway. 
Without the continuous line of railway throughout the state, the 
values in the taxing unit in which the extraordinary expenditures 
were made would be greatly lessened if not absolutely destroyed ; 
so, too, without the patronage of the country adjacent, values in 
the entire system would lessen. 

But the law of North Dakota specifically states that the val- 
uation per mile shall be fixed by the state board of equalization 
and apportioned to each county according to the number of miles 
of such line contained in such county, and then the county audi- 
tor of such county shall apportion such valuation to the cities, 
towns, villages, townships, and districts through which such lines 
run, according to the number of miles contained in each as a 
part of the valuation of such city, town, village, township and 
district, for the purpose of taxation, and the same shall be taxed 
as personal property is taxed. But this is not fair to the township 
or district lying adjacent to one through which a valuable public 
service corporation passes and which, perhaps, contributes a 
much greater amount of traffic and hence earnings. This is one 
defect in our taxing system which should be remedied. But the 
defect is constitutional. 

Gross Earnings Plan, No Recommendation : 

However undesirable the existing m'ethod may be it will 
remain with us for some time to come unless the legislature sees 
fit to adopt the gross earnings method of assessing railroads. 
In which event. Section 179 of the constitution above quoted, 
would not apply, but the tax commission is not prepared at this 
time to endorse the gross earnings tax, even as a means of escap- 
ing the undesirable consequences of a distribution of the railroad 
assessment upon the mileage basis to the various municipalities 
or taxing units through which it runs. 
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The commission is of the opinion that immediate improve- 
ments in the matter of the assessment of railroads in North Da- 
kota must come through careful administration and the application 
of more scientific methods in arriving at values and it has at iJiis 
time no recommendations to make regarding changes in methods 
of assessment although it much regrets that the constitution is 
in such shape as to pi>evefit a distribution of the railroad taxes 
upon a more fair and scientific basis. In view of our unfortunate 
method of distribution of railroad tax, we believe that the gross 
earnings tax system as applied to railroads is worthy of careful 
investigation and study with reference to conditions in North 
Dakota. 

In addition to placing upon them the duty of assessing rail- 
roads, the law makes it the duty of the state board of equaliza- 
tion to assess express companies, freight line companies, sleeping 
car companies, dining car companies, telegraph and telephone 
companies and car equipment companies. The law provides, that 
the board shall assess them on the actual value of their property 
and franchises. Except for the possible limitation contained in 
Section 1503 in the Code of 1905, hereinbefore discussed and 
criticised, the state board is free to adopt whatever methods it 
sees fit in arriving at the value of the franchises of these corpora- 
tions. 

In practice, the state board has, in making the assessment, 
been compelled to rely largely upon information furnished by rep- 
resentatives of the corporations assessed. Sleeping car companies 
have not been separately assessed in this state, for the reason 
that the principal lines of railroad either own and operate their 
own sleeping cars or have what is practically a partnership ar- 
rangement with the Pullman Company in the operation of sleep- 
ing cars. Here, as elsewhere, information upon which to base the 
assessment is what is needed above all things. 

4. ASSESSMENT OF LIGHT, HEAT AND PQWER 

COMPANIES. 

Light, Heat and Power Companies have in the past been as- 
sessed by the local assessors, and the assessments made have 
proved in a number of instances unsatisfactory. It is believed 
that much is to be gained by adopting a uniform method in the 
assessment of these cojnpanies. The laws of 1911 place the duty 
of assessing these corporations upon the tax commission. 



5. TAXATION OF FOREIGN INSURA.NCE COMPANIES. 

Section 4475 of the Revised Code of 1905 provides that, 
** Every Insurance Company doing business in this state, except 
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joint stock and mutual companies organized under the laws of 
this state, shall at the time of making the annuaF statement of 
business done, as required by law, pay to the Commissioner of 
Insurance 2^4 P^r cent of the gross amount of premiums received 
in this state during the preceding year.'' Under this law the 
insurance department collected $105,106.54 for 1911. In addition 
to this tax upon the gross premiums of foreign companies doing 
business in North Dakota the following fees and licenses are col- 
lected from both foreign and domestic companies doing business 
in the state : 

Filing Articles of Incorporation $ 25.00 

Piling Annual Statements 10.00 

Certificate of Authority and Certified Copy thereof 2.00 

For every copy of any paper filed in the Insurance 

Department, per folio .20 

For affixing the official seal and certifying 1.00 

For each Abstract for Publication ' 2.00 

Service Fees 2.00 

On fraternal companies a charge of $15.00 for filing the annual' 
statement is made in lieu of all other assessment. 

Where other states or foreign countries require fees in ex- 
cess of those charged in this state, companies chartered by that 
state or foreign country, doing business in this state, are subject 
to the same fees charged in the state where they were chartered. 

The method of taxing insurance companies upon the gross 
domestic premiums is one that is generally favored ; consequently 
it prevails in forty-one states. The convenience with which it 
may be applied makes it a very popular method. 



CHAPTER Vin. 



ASSESSMENT AT FULL VALUE OR PERCENTAGE OF 

FULL VALUE. 

It is a matter of universal knowledge in this state that the law 
provides for the assessment of all property at full value. It is 
equally well known that in practice the law has been neglected 
from the beginning and that all assessments have been made 
upon a percentage basis. In fact, so general has been the custom 
of violating the law in this respect that the occasional assessor 
who abides by his oath and attempts to make the assessment at 
full value is promptly converted to the existing methods or is 
routed from the field. There is no fixed percentage basis, the 'per- 
centage varying in diflferent localities, with diflferent assessors in 
the same locality and for various classes of property. While we 
believe it would be best to require that the assessment be made 
at full value according to law, yet we do not regard this as abso- 
lutely essential to procure a just and equitable assessment, since 
it is quite as easy to assess at any easy percentage, say fifty per 
cent of the full value, as it is at full value. This then, is the sit- 
uation. The law requires assessment at full value; established 
practice causes assessments to be made at varying percentages of 
full value; the whole matter being of no vital importance from 
an administrative point of view — the essential thing being the 
necessity of having the law and the practice conform. 

IS IT POSSIBLE TO PROVIDE FOR ASSESSMENT ONA 

PERCENTAGE BASIS UNDER THE NORTH 

DAKOTA CONSTITUTION? 



Section 176 of the constitution provides that ''laws shall be 
passed taxing by uniform rule all property according to its true 
value in money.'' This provision is clearly intended to establish 
a rule of taxation whereby every taxable species of property 
should share the burden of taxation with every other taxable 
species of property according to their respective money values. 
This rule of uniformity is complied with so long as the tax rate 
applied to each is the same and so long as the rate is figured on 
the same ratio of value. Thus, if two articles of property worth 
five hundred and one thousand dollars, respectively, were as- 
sessed at two hundred fifty and five hundred dollars, respectively, 
and the same rate of taxation were levied on the two, they would 
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be assessed '*by uniform rule ***** according to 'their' true 
value in money." It would seem to be possible then for the legisla- 
ture to fix any basis, which, in its discretion, would seem wise, so 
long as all property would be assessed by uniform rule, according 
to its value, and, that it is not essential that the assessment should 
be at full value. If the law and the practice then are to be 
made to conform, it is well to consider whether the law should 
be changed so as to provide for assessment on a percentage basis, 
thus recognizing, in a measure, the existing practice ; or whether 
it would be well to attempt to raise the assessment to full value 
as now provided by law. 

PRACTICAIi ADVANTAGE OP PROVIDING FOR 
ASSESSMENT ON A PERCENTAGE BASIS. 



As before stated, it has long been the practice in this state to 
assess t)n a percentage basis, consequently the aggregate assessed 
valuation of taxing districts, of counties and of the state repre- 
sents but a fraction of the full value of the property situated there- 
in. Debt limits, maximum levies, salaries of officers and educa- 
tional and special taxes have been provided for on the basis of 
the partial valuation. 

Every improvement in the administration of our revenue 
system brings us back to the necessity of having the assessment 
upon a higher basis than it is now. This would disturb in a meas- 
ure, the legislative balance already provided between valuation 
and debt limits, maximum levies, salaries, etc. It is highly im- 
portant that this disturbance should be as slight as possible and 
the tax commission hereinafter suggests a method which they 
believe will preserve the existing status as nearly as may be 
pending the readjustment upon a higher level of valuation. 

As a matter of administration, however, it is important 
whether the valuation fixed as an assessment basis be the full 
value or a percentage thereof. If assessments continue to be 
made by township assessors as now the fixed habits of the as- 
sessors, together with the difficulty of obtaining concerted ac- 
tion on their part, would be a serious obstacle in the way of rais- 
ing the assessment to the full value basis. On the other hand if the 
legislature should prescribe the basis at fifty per cent it would not 
be a difficult matter to procure an assessment upon that basis. 
If, however, the recommendations of the tax commission relative 
to the establishment of the county assessor plan are adopted it 
will make little or no difference from an administrative stand- 
point whether the assessment is made upon the basis of fifty per 
cent of full value or at full value. We believe that the centraliza- 
tion of authority over county assessments, under the county asses- 
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sor plan, will make it possible to carry out effectively any general 
policy in regard to the assessment basis and if the county assessor 
plan is adopted by the legislature, we believe that it would be 
preferable to leave the basis at the full valuation point as it is 
now. In any event there is certain to be a rise in the aggregate 
valuation and measures should be adopted that will insure against 
the probable evil consequences. 

EFFECT OF PROBABLE INCREASE ON SALARIES 

OF COUNTY OFFICERS. 

The following table shows the salaries of the county oflBcers 
under the assessed valuation for 1912, an additional column is 
given showing the population under the census of 1910. 
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It is believed that it would be better to adjust the salaries of 
county officers on the basis of population and assessed acreage 
than upon the present basis of assessed valuation. The reason for 
this is obvious. Marked increase in the assessed valuation of 
property has characterized the administration of revenue systems 
in other states, where the administration has been placed under 
the direction of a tax commission and there is every reason to 
believe that a similar consequence will result in North Dakota. 
The salaries of our county officers have been adjusted by the legis- 
lature upon the supposition that the existing system of low valu- 
ation would probably continue, but if improvement is to be 
made in the matter of the assessment of property the time has 
come when this must be changed. The tax commission will sub- 
mit to the legislature a bill fixing the scale of salaries for county 
officers upon the bases of population and assessed acreage, which 
will be drawn in such a way as not to disturb the present scale 
of salaries. 

EFFECT OF PROBABLE INCREASE IN ASSESSED 
VALUATION ON MAXIMUM LEVIES. 

The maximum tax levies have been fixed in the various sta- 
tutes upon the supposition that the low valuations now customary 
would continue and is obvious that any sharp increase in the 
assessed value of property in any taxing districts the county or 
the state would make it possible to raise the amount of revenue 
greatly in excess of that fixed under existing maximum levies. 
Provision should be made which would continue approximately, 
the present limits upon tax levies until we arrive at the point in 
the assessment of property throughout the state where it will be 
possible to foresee, with a reasonable degree of certainty, the 
assessed valuation and the reasonable revenue needs of the various 
units of government. In Kansas this condition was provided for 
by a general statute which provided for the continuation of ex- 
isting maximum revenue provisions on the basis of the last assess- 
ment pending the rise in the 'assessed valuation incident to the 
methods adopted by the tax commission. A law similar to that 
of Kansas will be submitted to the legislature with a recommenda- 
tion that the same be adopted. 

EFFECT OF PROBABLE INCREASE ON THE 
COUNTY TUITION FUND. 



Section ,855 of the code of 1905 provides for the levying of a 
two mill tax on the assessed valuation for the support of the com- 
mon schools. The funds derived from this tax with the appor- 
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tionment of the state tuition have proved to be sufficient for the 
needs of fifty or more school districts in the state, as there are that 
number of school districts which levy no additional tax for the 
support of the schools. There are more than one-fifth of the 
school districts in the state that have a local levy of less than 
five mills and there are only about forty school districts in the 
entire state levying the maximum amount, thirty mills, for school 
purposes. It would thus seem that provision should be made 
which would retain the present scale of revenues for common 
school purposes. This should be done in such a way as to leave the 
local districts ample discretion in the matter of tax levy and at 
the same time the present maximum should not be exceeded. In 
the law that will be submitted by the tax commission provision 
will be made to care for this situation. 

EFFECT OF PROBABLE INCREASE ON 
* SPECIAL TAXES. 

Laws have been passed, either providing for or authorizing 
levies to be made for special purposes, such, for instance, as wolf 
bounty, county fair, etc. In so far as these laws provide arbi- 
trarily for a specific rate, safeguard should be provided against 
increasing the funds raised thereby beyond the reasonable antici- 
pations of the legislature and in so far as levies have been au- 
thorized for special purposes care should be exercised to guard 
against the raising of funds in excess of the rise contemplated by 
the legislature. 

In the law which will be submitted by the tax commission 
safeguards will be provided to care for the contingencies men- 
tioned. 

THE ONE MILL MAINTENANCE TAX FOR STATE 
EDUCATIONAL INSTITUTIONS. 

There is in North Dakota a fixed policy regarding the main- 
tenance of the state educational institutions. To guard against 
the uncertainities of exclusive dependence upon the biennial ap- 
propriations for the maintenance of these educational institutions 
the legislature in 1901 provided for an annual tax of one mill on 
the assessed valuation of all taxable property. The proceeds of 
this tax are shared by the various institutions in accordance with 
the plan of distribution provided for in the legislative session of 
1907. In adopting this policy it was probably not the intention of 
the legislature that the funds provided by means of this tax 
should be at all times sufficient for the maintenance of the var- 
ious institutions therein enumerated and the legislature has not in 
the past acted upon this supposition. In the legislative session 
of 1911 appropriations were made for the institutions obtaining 
the benefit of the mill tax law as follows : 
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APPROPRIATIONS MADE BY THE TWELFTH LEGIS- 
• LATIVE ASSEMBLY TO INSTITUTIONS 
SHARING THE ONE MILL TAX. 

4 

State University — 

Purpose of Appropriations Auit. of Appr. 

Commons Building $ 27,600.00 

Commons Building Furnishing 5,000.00 

Engineering College Equipment 17,000.00 

Maintenance (annually) $25,000 50,000.00 

Teacher's College Keimbursement 24,000.00 

Library 5,000.00 

Campus and Grounds „ 2^500.00 

Extension Course 3,500.00 

Equipment Biological Dep't 5,000.00 

Furnishing Teacher's College 5,000.00 

Equipment School of Mines 1,100.00 

Equipment Chemistry Dep't 2,500.00 

Summer Session 3,000.00 

Public Health Laboratory 20,000.00 

• 

Agricultural College — 

Maintenance 50,000.00 

Chemistry Building 65,000.00 

Dormitory 40,000.00 

Land 15,000.00 

Mayville Normal — 

Hospital 10,000.00 

Reimbursement of Maintenance Fund 9,399.31 

Cellar and Fuel Bin 3,000.00 

Ventilating system 4,000.00 

Library 1,000.00 

Manual Training : 1,000.00 

Lecture Course 500,00 

Additional Boiler 3,000.00 

Valley City Normal — 

Building 25,000.00 

Repairs 3,000.00 

Furniture, etc., 3,000.00 

Library 1,000.00 

Maintenance : 45,000.00 

Furniture for Dormitory 7,100.00 

Boilers 8,000.00 
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APPROPRIATIONS MADE BY THE TWELFTH 
LEGISLATIVE ASSEMBLY TO INSTITUTIONS SHARING 

THE ONE MILL TAX— Continued. 

School for Deaf and Dumb, (Devils Lake) — 

Purpose of Appropriations Amt. of Appr. 

Building 20,000.00 

School of Forestry, (Bottineau) — 

Experimental Work 12,000.00 

Academy of Science, (Wahpeton) — 

Walks ^.... 1,800.00 

Grading, etc., 1,000.00 

Deficit 4,950.00 

Repairs 3,500.00 

Building .' 20,000.00 

Industrial School, (EUendale) — 

Maintenance 20,000.00 

int. on Carnegie Warrants 3,500.00 

Manual Training Equipment 12,000.00 

An examination of these appropriations shows that a con- 
siderable portion of the appropriations are for maintenance pur- 
poses. 

The following tables will show amounts paid to the various 
institutions by the state treasurer during the past two years : 

ONE MILL TAX PAYMENTS TO INSTITUTIONS. 



INSTITUTION 


Tear Ending 1 
Oct. 30, 1911 


Year Ending 
Oct. 31, 1912 


State University 


$ 81,184.93 
49,190.95 
31,971.22 
36,884.64 
13,940.41 
4,921.89 
9,826.83 
17,196.91 


$ 92,341.54 


Agricultural College 

Mayville Normal 

Vallev Citv Normal 


55,952.68 
36,366.47 
41,956.10 


School for Deaf 


24,831.62 


School of Forestry 


5,598.13 
11,179.34 
19,563.86 


School of Science :.... 


Industrial School 







It will thus be seen that the one mill tax does not provide 
suflS(cient funds to properly maintain the institutions that are 
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beneficiaries thereof, and that it has been necessary for the leg- 
islature to provide, by appropriation, additional maintenance 
funds. 

The tax commission has no recommendation to make regard- 
ing the matter of the one mill tax. It is content to present the 
condition, as set forth above, and is ready to give the legislature 
whatever assistance it will be possible to render in the matter of 
estimating the total assessed valuation of property upon whatever 
basis of assessment the legislature may determine. 
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THE COUNTY ASSESSOB SYSTEM. 

The trend of the age in all the administrative departments 
of government is toward the centralization of authority in the 
hands of a few ofllcials who can he held directly responsible 
either to the executive or the people themselves. The multiplicity 
of officials, each clothed with little authority, tend to confusion in 
any administrative undertaking, whether public or private. No- 
where is this more cleary recognized than by taxing experts. It is 
the general belief among students of taxation, that there should 
he in each taxing district of the first and second order, an official 
or board, who is clothed with ample authority to administer the 
laws governing taxation in a just, businesslike and equitable 
manner, and who is directly responsible to either a superior of- 
ficial, the executive or the people. This, belief has resulted in 
what is known as the central system of taxation, which, in most 
states, has resulted in the tax laws being administered by a 
state tax commission or commissioner and the county assessor. 
The former is responsible to the governor of the state and the lat- 
ter to the tax commission. 

NUMBER OF ASSESSORS IN NORTH DAKOTA. 

In all the range of the American system of government there 
is nothing more ludicrous than our attempts at listing taxable 
property. In North Dakota this year we elected 1445 assessors 
and empowered them to list and appraise property in their re- 
spective taxing districts, placing above them no central author- 
ity. What would be thought of a business concern employing 
this number of men in responsible positions, in as n^any different 
localities, which lefj; the administration of all this vast business 
to them without central management? Confusion would reign 
and the business would be foredoomed to failure. Yet we have 
gone on in North Dakota for twenty-five years electing a large 
number of assessors, instructing them to list and appraise the tax- 
able property under the constitution and the statutes, and have 
placed over them no central authority having the power to guide 
or direct them. The assessors of each county meet at the county 
seat on the second Saturday in April of each year, receive their 
books, and after some mutual discussion of their duties, depart 
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to their various taxing districts and begin the listing and apprais- 
ing of taxable property, with as many standards of ratio and as 
many theories of value as there are assessors. The result is an 
assessment which is anything but uniform and which results in a 
tax burden, unjust and inequitable. 

PBOPERTY LISTED AT UNIFORM VALUE. 

Unless all taxable property is listed and assessed at its 
true value or at a uniform ratio of its true value, it is utterly im- 
possible for any board of review or equalization fo remedy the 
defect.^ When property is not listed it increases the burden of 
the property already listed, and any raise by a board of 'equaliza- 
tion simply tends to throw the increased burden upon the citizen 
already punished by having property which he cannot conceal 
or which he is too honest not to list. While the board of review, 
has the power to equalize between individuals, in all instances 
it has not the knowledge, and the failure of the assessor to per- 
form his duty cannot be remedied by any device as yet discovered 
by legislators or administrators. The same is true as between 
taxing districts. If assessors in different taxing districts do not 
use the same ratio of value, or the same method of arriving at 
value, it is difficult for the county board of equalization to always 
remedy such defects, and the same danger is repeated when the 
state board of equalization attempts to equalize between countes. 
There is but one way to secure a just and equitable distribution 
of the burden of taxation, and that is by securing a uniform, just 
and equitable assessment. 

RATIOS USED BY N. D. ASSESSORS. 



The ineffectiveness of the present method of appraisement 
was shown by replies received to inquiries sent out shortly after 
the organization of this commission. The ratios of appraisement 
to the true value of taxable property as shown by the replies were 
most astounding, ranging from nothing to 75 per cent. One 
assessor in Williams County labored under the hallucination that 
he was returning property for taxation at 75 per cent of its true 
value. 

The favorite ratio was 40 per cent. The range was as fol- 
lows: 

All domestic animals, 20, 25, 33-V3, 40 and 50 %. 
Household furniture, 20, 25, 30, 33-%, 40, 50 and 60%. 
Farm implements, 20, 25, 30, 33- Vs, 40, 50 and 60%. 
Moneys and credits. Nothing, 35 and 40%. 
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Merchandise, 25, 33-1/3, 35 and 40%. 

Town lots, 15, 20, 25, 30, 33-1/3, 35, 40, 50 and 75%. 

Farm lands, 15, 20, 25, 30, 33-1/3, 35, 40, 50 and 75%. 

Structures, 20, 25, 33-1/3, 35, 40, 50 and 60%. 

While there can be no question that many of the assessors 
endeavored to make a true statement of the ratios actually used 
by them, it is too evident that many of them simply put down 
grossly exaggerated percentages with the' hope that in some 
manner it might help to reduce the tax in their respective assess- 
ing districts. 

The wide divergence among different assessors was not the 
only astounding fact brought out by these inquiries. Almost as 
great a difference in ratios was revealed among the different items 
returned by the same assessor. For instance, one rural assessor 
reported that he appraised domestic animals at 30 per cent; 
household furniture at 10 per cent; farm implements at 40 per 
cent ; farm lands at 35 per cent, and structures at 50 per cent. No 
two items were assessed at the same ratio to actual value. Another 
assessor listed all of his items at 25 per cent except farm lands, 
which he put kt 45 per cent, and structures at 35 per cent. An- 
other says that he returned household furniture at one-fifth; 
moneys and credits and merchandise at one-fourth; town lots at 
one-third, and improvements at one-tenth of their true value. 
Yet another put in domestic animals at 40 per cent, household 
furniture and farm implements at 20 per cent and farm lands 
at 30 per cent. We find one saying that he was instructed by 
the township officials and the ex-assessor that domestic animals 
should be assessed at 35 per cent, household furniture at 30 per 
cent, farm implements at 25 per cent and farm lands and struc- 
tures at 20 per cent. One who gave domestic animals, farm imple- 
ments and structures at 33-% per cent, said that, ''it is hard to 
give the true value of household furniture," and put in farm 
lands at *'from two to three dollars per acre." Another assessor 
found it necessary to return farm implements and farm lands 
at 25 per cent and structures and improvements at 50 per cent. 
Three assessors, whose assessing districts lie within a few miles 
of each other, made the following answers : Assessor No. 1 : — ^Do- 
mestic animals, household furniture and farm implements at 50 
per cent; town lots and farm lands at 75 per cent. Assessor 
No. 2: — ^Domestic anim^als, household furniture and farm imple- 
ments at 50 per cent; town lots and farm lands at 15 per cent, 
and structures and improvements at 25 per cent. Assessor No. 
3 : — ^Appraised everything at 40 per cent except farm lands, which 
he returned at 20 per cent, and structures and improvements at 
50 per cent. 
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COUNTY ASSESSORS NEEDED. 

While this commission is clothed with authority to administer 
the tax laws of the state, any business man or employer of labor 
will understand that it is impossible to work with fifteen hun- 
dred untrained and, in many instancTes, unqualified assessors, 
scattered over a great state, and secure a uniform assessment. 
The centralization of authority must be continued downward and 
some central authority created in the secondary taxing unit, the 
county. In most of the states where the county assessor system 
is in vogue, there is elected or appointed for a term of years an 
ofl^cial known as the county assessor who devotes his entire time 
to administering the tax laws in the county. In most of the 
states the appraisement is made by him and his assistants, who 
are appointed by him or by the board of county commissioners. 
These assistants usually work for a term of weeks while the ap- 
praisement is being made and are paid by the day. In the smal- 
ler counties, where the county assessors' salary would be a bur- 
den, one of the regular county officers is ex-officio supervisor of 
assessment and receives extra compensation. The salary is us- 
ually either proportional to the population or assessment. How- 
ever, this commission is of the opinion that the former is the bet- 
ter method of the two. The assessed ratio to the true value of 
property in this state is not uniform and is constantly shifting. If 
the wealth of each county could be correctly ascertained, year 
after year, assessments would be the proper base, but as it does 
not bear the same ratio to actual wealth in any two counties in 
the state and is anything but uniform for a series of years, popu- 
lation forms a much more stable base. Moreover, when the as- 
sessment is made at its true value in money, accordiog to law, a 
salary based on present assessments would be multiplied many 
times. 

CONFERENCE OF ASSESSORS. 

Once each year the county assessors are assembled in con- 
ference on the call of the state tax commission and a two or 
three day's session held. They are instructed m their duties 
and are at liberty to inquire of the commissioners any information 
which they may desire. They then return to their taxing dis- 
tricts, call together their assistants and proceed to carry out 
the iQstructions of the central authority. 

REMOVAL OF COUNTY ASSESSORS. 

In practically all of the states the county assessor can be 
removed by either the board of county commissioners or the 
tax commission ; provided, usually, that when a removal is made 
by the board of county commissioners, their act is made review- 
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able by the tax commission. While in many of the states the 
county assessor is elected, the general belief among tax experts is 
that better results have been obtained in the states where the 
county assessor is appointed by the board of county commis- 
sioners, with the advice and consent of the Tax Commission. The 
county assessor should have the authority to not only select his 
assistants, with the advice and consent of the county board, but 
he should be able to remove them with the advice and consent of 
the same body, subject, however, to review by the Tax Commis- 
sion. 

OBJECTIONS TO COUNTY ASSBSSOES. 

There are, however, objections to the county assessor system. 
One is that it entrenches upon local self government. That is, the 
establishment of the county assessor is looked upon as taking 
away a measure of the self government of the township. It must 
be remembered, however, that in North Dakota the county is es- 
sentially the unit of government — ^the records are kept, the taxes 
collected and disbursed, the poor cared for, the schools supervised, 
wills probated, court held, and many other functions of local self 
government performed through the agency of the county. The 
modern facilities of transportation, the automobile, good roads, 
the extension of the rural free delivery, tend to make the basis 
of community action much larger and more far reaching than 
formerly. The tendencies away from the restricted unit of gov- 
ernment and the inutiplicity of oflfreials toward a broader unit 
and fewer responsible oflScials, reinforce the contention for the 
county assessor system. After all, the essential thing to keep in 
mind is efficiency — the uniformity of appraisement and the equali- 
ty of taxation. 

Another objection is that it would be more expensive. At 
first this would seem to be a reasonable objection. However, 
when it is considered that one assessor and three or four as- 
sistants would take the place of from twenty-five to seventy-five 
township assessors, and that they would relieve the county of- 
ficials of a portion of the work pertaining to taxation, thereby sav- 
ing clerk hire, it is hard to see how this system would be much 
more expensive than the present. 

To secure information as to the cost of the two systems, this 
commission sent an inquiry to a number of states in which both 
systems have been tried. All of the states responded, and all 
of the taxing authorities were of the opinion that the County 
Assessor System was not only much more effective and secured 
a much more complete and uniform listing of property, but that 
it was more economical. 
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COST OF SYSTEM IN OTHER STATES. 



The Kansas Tax Commission said: '*In this state, it is the 
experience that the county assessor in most counties has bene- 
fited the tax payers of the several counties much more than is 
the amount of the compensation. In this state the county asses- 
sor has the right to place omitted property upon the tax roll, 
and in several cases hundreds of thousands of dollars have been 
so assessed. It goes without saying that in such cases the county 
assessor makes for the county in taxes several times his salary.*' 
As Kansas retains the township assessors, the economy of the 
system is largely destroyed. 

Mr. T. D. Rockwell, President of the Washington State Board 
of Tax Commissioners, wrote : *'I have no hesitancy in saying that 
having the assessment under the supervision aiid control of one 
assessor is a far more desirable way to assess the property of each 
county than to have the responsibility divided among forty or 
fifty with no supervision." 

COST IN WASHINGTON. 

In the State of Washington, the county assessor system was 
generally in vogue until three years ago, when Spokane and 
Whatcom Counties adopted the township plan. We are indebted 
to the State Bureau of Inspection and Supervision of Public 
Offices for the following figures: In Spokane County for the 
last year, under the old system, the cost to the county was $23,000 ; 
since that time it has cost for the year 1909, $35,002.67; for 1910, 
$39,094.90; for 1911, $37,469.29. To this must be added the salary 
of the forty-nine deputies paid by the townships. The increase 
in round numbers of the new over the old system for the first 
year was 52% second year 70% and the third year 60%. The 
assessor's office in Whatcom County for the last year under the 
old system cost the county $8,527.61 ; while under the new form 
it cost for the year 1910, $9,811.85; for 1911, $7,828.96. To this 
amount must also be added the salary of the deputies, which 
was paid by the townships. In this county the cost of the assess- 
ment was increased 15% the first year and the second year it 
was decreased 10%. Again, Spokane County has a population of 
139,404 and had an assessed valuation last year of $94,303,115, 
while Pierce County has a population of 120,812, afid a valuation 
of $84,519,849, about 9% difference in valuation and a little over 
10% difference in population ; while the cost of the Pierce County 
Office for the last three years was for 1900, $15,762.88; 1910, $19,- 
348.65; 1911, $15,106.41. 

In 1909, in Pierce County, where the county assessor system 
prevailed, the cost of assessment was 148% less than in Spokane 
County under the township assessor system. In 1910 the dif- 
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ference in cost was 122% and in 1911, 102%. At the same time 
the population of Pierce Comity was but 10% less than that of 
Spokane County and the valuation 9% less. This is a most re- 
markable showing in favor of the county assessor system. In 1909 
Spokane was the first county in the State of Washington to change 
from the county to the township assessor system; the following 
year, 1910, Whatcom County followed, and since the latter date 
no other county in the state has changed from the county to the 
township system. This would seem to indicate conclusively that 
in the judgment of the taxing and fiscal authorities of Washington 
the county assessor plan is the better. The judgment of the Wash- 
ington Bureau of Inspection and Supervision of Public Offices is 
that, ''As a matter of economy the old (county) system is much 
superior to the new." 

EXPERIENCE OF NEBRASKA. 

Nebraska has the county system, but retains the township 
or, as they are called in that state, the precinct assessors, which 
results in a cost of assessment somewhat in advance of the old 
township system without supervision. In this connection Mr. H. 
Seymour, Secretary of the Nebraska State Board of Equalization 
and Assessment, says: ''On the other hand, the vast amount of 
taxable property which has been added to the tax rolls and 
v^hich property entirely or partially escaped taxation before the 
county assessor system was put in operation, much more than 
pays, not only the expense of the county assessors, but all the ex- 
pense of the assessment." The Nebraska law creating the coun- 
ty assessor went into effect in 1904 and resulted in an increase of 
the valuation of taxable property in that state from $188,000,000 
to $1,474,000,000. This enormous increase did not represent en- 
tirely the new property placed upon the lists, but in some measure, 
at least, a fair appraisement of the property already on the list. 

In discussing these objections to the county assessor system 
the Minnesota Tax Commission in 1908 said: "A new and logical 
division of the tax work would be created by the addition of this 
n«w officer to the list of county officials. The ^ork could then 
be divided as follows : (1st) Preparation of assessors rolls in the 
assessor's office. (2nd) Spreading the tax on the rolls of the 
county auditor's office. (3d) Collection by the county treasurer." 

The third objection has been miade on the ground that the 
county assessor would be more easily controlled by special privel- 
ege than the township assessor. It seems to us that this objection 
is not well taken. The same objection could be made to the town- 
ship assessor and in the number of those offi.cials the danger would 
be multiplied. Moreover, the county assessor could be more easily 
checked up and held responsible by the board of county commis- 
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sioners, or the state tax commission, if irregularities should exist, 
than could from twenty-five to seventy-five township assessors. 
Our belief is that the danger of favoritism of special privelege 
would be largely removed by the county assessor system. 

]!^r. E. R. A. Seligman, one of the tax authorities of the 
country and professor of political economy and finance at Col- 
umbia University, and now president of the National Tax Asso- 
ciation says : 

' * It is well known that in a democracy the difficulties of gov- 
ernment are primarily administrative rather than constitutional. 
Our constitutional problems have been, in very large part, satis- 
factorily solved; our administrative problems have scarcely been 
attacked. The weakness of democratic administration is prover- 
bial and this is especially true in the case of fiscal administration. ' ' 

''Our tax officials are almost uniformly elective officials, and 
it is a notorious fact that elective officers are but slightly immune 
to the gusts and passions of popular approval or prejudice. 
Nothing comes closer to the modern citizen than the amount of 
sacrifice which he is called upon to make in the way of contribu- 
tions to the public support, and nowhere is there to be found a 
greater pressure, whether of individuals or of classes, upon the 
government officials than in the case of assessments for taxation. ' ' 

WHY SYSTEMS HAS FAILED. 

In some of the states where the county assessor system has 
been tried and has not produced the results hoped for, the fault 
has been that there was either no central taxing authority to fur- 
nish the uniformity necessary to its successful operation, or the 
old elective township assessors system was still in vogue, and the 
county assessor was not furnished with the necessary authority 
or machinery to carry into effect his reforms. 

TOWNSHIP BOARDS OF REVIEW. 



Coupled with the local assessor is the township board of 
review, clothed with powers to equalize as between the individ- 
uals. The ren^oval of the local assessor would necessarily change 
the relation of the township board of review to the assessor of 
the taxing district. It would be impossible for the county assess- 
or to attend the meetings of the boards of review, but it would be 
entirely practical, we believe, for him to submit the tax lists of 
the township to each board before the date of meeting. The 
greater uniformity of assessment secured by the county assessor 
would minimize the work of the board. However, they could in- 
spect the property lists and return them to the county assessor 
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with their recommendations, he in turn submitting the township 
lists, together with the recommendations of the boards of review, 
to the county board of equalization for their final action. 

While it would be neither wise nor desirable to abolish the 
township board of review, yet its functions are seldom, if ever, 
exercised as contemplated by law, and that, as a general rule, its 
meetings are farces, will not be denied by anyone at all familiar 
with taxation machinery. Prof. J. E. Boyle, of the North Dakota 
University, in an address delivered before the International Tax 
Association at Columbus, Ohio, said: **Here (in the sessions of 
the township boards of equalization) it is a good thing to look at 
local civil government in active operation; to either attend the 
meetings of those boards or read the minutes of such meetings." 
Prof. Boyle carefully examined the minutes of twenty-eight town- 
ship meetings of boards of review of one county in the state, and 
in all of these twenty-eight townships there was but one complaint 
— one farmier felt that his land was assessed too high. To re- 
deem these meetings from utter sterility, much that was trivial 
was injected, as the following extract from the minutes of one 
board will show: 

(1) * 'Moved by Dr. McVeon, seconded by Henry Halleck, 
that two sheep be taken off from 0. H. Brenna Personal Property 
tax list, valued at $2, on account of having died lately. ' ' 

''Motion carried." 

(2) "Moved and carried that one wagon be taken off from 
Gimder Jacobson's property list, valued at $5, on account of not 
being worth anything." 

(3) "Moved * * *that one two-year-old horse, valued at $14, 
be taken off Henry Stroud's assessment list, on account of having 
died from poison. ' ' 

Prof. Boyle has not overdrawn this picture. There can be 
no question but that an examination of the minutes of the ses- 
sions of hundreds of township boards of review reveal something 
like the following; 

"The supervisors of township met as a board of review 

on date, but as nobody had any kick coming and everybody 

appeared to be satisfied with the assessment, the board ad- 
journed." In one of the townships, the minutes of which Prof. 
Boyle exam;ined, a piece of real estate was sold for $16,000 but was 
assessed at only $1,500. At the same time a much humbler citi- 
zen purchased a piece of real estate at $75 and it was assessed at 
$90; yet this township board of review, whose duty it is under 
the constitution and the statutes, to equalize between individuals, 
found no fault because "No-one had kicked." No great injustice 
will be worked to any citizen of this state by any infringement 
upon the powers of township boards of review by a county as- 
sessor. 
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EECOMMENDATIONS OP CX)MMISSION. 

This commission is firmly of the opinion that without the 
county assessor its work will be greatly handicapped. To se- 
cure uniformity of appraisement and the listing of all taxable 
property within the ^tate through fifteen hundred elective town- 
ship oflBcers is a physical impossibility. The very multiplicity of 
correspondence, the utter impracticability of conventions or con- 
ferences will be admitted by anyone familiar with administra- 
tive functions. If any considerable amount of taxable property 
of the state which is now escaping taxation is to be listed and 
the appraisement of all taxable property made to even approxi- 
mate uniformity, the centralization of authority must be con- 
tinued downward to the secondary taxing district by the adop- 
tion of the county assessor system. That this is true is in- 
dicated by an address delivered at the annual meeting of the 
Kansas County Assessors, by S. T. Howe, chairman of the Tax 
Commission, who called attention to the fact that the total valua- 
tion, under the old township assessor system in 1907, was $425,- 
2(81,215; that in 1908, under the first valuation under the new 
county assessor system, a total of $2,451,560,397 was reached, an 
amount over 5.7 times the valuation of 1907. In 1909 the assess- 
ment was further increased to $2,511,260,285, which amount was 
more than 5.9 times the valuation of 1907. The levy was not re- 
latively decerased, owinfe to the fact of the increased needs of 
the various taxing districts. The rate in 1907 was 4.67 per cent; 
in 1908 and 1909 it was 1 per cent. **It is undeniable that the 
new method of assessment has brought about a readjustment 
of the burden of taxation among the tax payers," declared Mr. 
Howe. 

The following is a brief digest of the laws of the various 
states which have adopted the county assessors system: 

COUNTY ASSESSOR SYSTEM IN VARIOUS STATES. 

Alabama — 

Elected for four years. Paid by state and county — on state 
tax, not exceeding $12,000, 8% on first $1,000, 4% on second, 
2% on remainder; exceeding $12,000 same up to $12,000, 
1%% on up to $60,000, 1% on remainder. Same on county 
tax. Pees in addition. 

Arizona — 

Appointed by board of supervisors for four years. Sal- 
ar varies, according to class of counties, from $1,000 to $2,- 
400; in 3d, 4th, 5th and 6th classes a commission of 5% on 
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personal property. In comities of the 5th and 6th classes 
county sheriff is ex-officio tax assessor. Where a total as- 
sessment exceeds $3,000,000 deputies may be employed. 

Arkansas — 

Elected for two years; paid one half by state and one 
half by county ; for each name listed 20c and for each prop- 
erty list to unknown owner $1.00. 

California — 

Elected for four years; salary varies with classes of coun- 
ties. 

Colorado — 

Elected for two years. Salary varies, according to class 
of county, from $800 to $4,600. Paid quarterly. Subject to 
removal by governor, upon complaint. Vacancy filled by 
county commissioners. Assessors meet annually at state 
capitol. 

Florida — 

Elected for two y^ars. Paid by state and county — on state 
tax, 10% on first $4,000, 5% next $3,000, 11/2 on balance. 
Same on county tax. County divided into tax. districts ; when 
it is deemed necessary assessors may employ an assessor for 
each district. May be removed by assessor. Compensation 
paid out of assessors' fees. 

Georgia — 

Elected for two years. Salary 3% on first $1,000 and a de- 
creasing per cent on each additional amount ; on excess above 
$3,600, % of 1%. Is also tax collector. Removable by gov- 
ernor. 

Idaho — 

Elected for two years. Salary fixed by board of county 
commissioners, between $800 and $3,000. Subject to removal 
by board of county commissioners. Vacancy in certain coun- 
ties filled by same. Ex-officio collector. 

Indiana — 

Elected for four years. Salary varies with the population 
of counties, from $600 to $1,900. Paid quarterly. Annual 
state meeting for three days at call of state tax commission. 
May appoint deputies. 
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Illinois- 



In certain counties appointed by county board of one year. 
Salary fixed by county board. Subject to removal by judge 
of court competent jurisdiction at his discretion. Vacancy 
filled by board. In all other counties, not under township or- 
ganization, the county treasurer is ex-offi)cio county assessor. 

Kansas — 

Appointed by board of county commissioners for two years. 
Salary, in counties of 25,000 or less, $5.00 a day ; 25,000-40,000, 
$900 a year; above 40,000, $1,200. Meet at least once a year 
with tax commission at latter 's call. Township trustee 
deputy tax assessor. 

Kentucky — 

Elected for four years. Salary, in counties where assess- 
ment does not exceed |1 ,000,000, 4%c on each $100 listed; in 
others, 4c on each $100 up to a million, and l^/4c on balance, 
not to exceed $4,000 a year. 

Louisiana — 

Elected for four years. Paid, in proportion to amount re- 
ceived, by state, parish, school board, etc. — 4% on first $50,- 
999, 2% on excess. For levee taxes, $100. Total never to be less 
than $400. 

Maryland — 

Appointed by county commissioners any number of asses- 
sors necessary to make assessment. Compensation fixed by 
county board. 

Minnesota — 

Elected for four years. Paid by state and county on state 
rolls, 5% on total, not to be less than $500 for each roll or 
more than $1,500 for the two. The board of supervisors may 
allow additional fees. Assessor is liable on his bond for fail- 
ure to do his duty. 

Mississippi — 

County commissioners at discretion may appoint super- 
vision of assessments. Compensation fixed by county board. 
Township assessors elected. Tax commission may appoint 
special assors. 

Missouri — 

Elected for four years. Paid half by state and half by coun- 
ty — 25c per name for first 1,000, 20c second 1,000, 15c each 
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additional. Subject to removal by county court. Vacancy 
filled by same. Assessor appoints as many deputies as he 
deems necessary, to be paid out of his fees. 

Montana — 

Elected for two years ; allowed not to e:!tceed two deputies. 
Salaiiy varies as to classes of counties, from $1,000 to $3,- 
000 per year. Deputy assessor receives not to exceed $1,200 
per annum. 

Nebraska — 

Elected for four years. Salary varies according to popu- 
lation. Counties of 5,000 or less, $250, up to those of 100,000 
or more, $2,400. Kemovable by state board of equalization 
and assessment. Vacancy filled by county board. Assessor 
not eligible for two terms. Office may be abolished by vote 
of people. Precinct or township assessor elected for term of 
two years. Failure to perform duty punishable by a fine from 
$20 to $100. 

Nevada — 

Elected for two years. Salary fixed by county commis- 
sioners. They may also authorize assessor to appoint one or 
more deputies at $5.00 per day. Neglect of duty may be pun- 
ished by fine not exceeding $500. 

New Mexico — 

Elected for two years. Salary, 4% of money collected on 
assessment. Removal upon conviction by judge of district 
court. Vacancy filled by board of county commissioners. 
With the consent and approval of the board of county com- 
missioners, deputies may be appointed by the county assessor. 

Oregon — 

Elected for four years? Salary fixed for counties by statute, 
ranging from $1,000 to $3,000. Neglect of duty punishable 
by removal from office. 

South Dakota^— 

In certain counties, elected for two years. Salary $4 per 
day. Population of 20,000 or more, not to exceed $1,750.^ 
Paid by state. 

Tennessee — 



Elected for four years. Salary, population of 60,000 to 
120,000, $2,500 ; over 120,000, $4,000 ; in other counties, fixed 
by county court within certain limits. 
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Texas — 



Elected for two years. Salary, 5c for each $100 of first 
$2,000,000, 214c for on up to $5,000,000, and balance 1.7c. 
Five cents for each poll. State pays poll and half of other ; 
comity balance. Assessor may appoint deputies. 



Utah- 



Elected for two years. Salary fixed by board of county 
cominissioners, not to exceed sum varying according to clas- 
ses, from $300 to $1,800. Paid monthly. Assessor may ap- 
point deputies. 



Virginia — 

Appointed by circuit courts for five years, 
day. Removable by court of appointment. 

Washington — 



Salary, $2 per 



Elected for two years. Salary varies with class of county, 
from $2,200 for 1st class, to $1,200 for 8th class; below 8th 
class, $5 per day. Assessor required to attend annual con- 
ference for instruction. Actual expenses paid. 

West Virginia — 

Elected for four years. Salary, $30 per each 100 voters 
for first 3,000, $25 per each 100 up to 3,000 more, etc. ; not to 
exceed $2,100 nor be under $1,000. Assessor , cannot serve 
two terms in succession. 

Wisconsin — 

Assessors of income, with supervisory powers over all as- 
sessment, are appointed by the tax commission for a term of 
three years. They are removable by the tax commission. 
By and with the consent of the tax commission, they may 
appoint deputies. Salaries fixed by the tax commission; but 
together with expenses, must not exceed 5c for every $1,000 
of the valuation of all property. Assessors of income meet 
annually with the tax commission. 

Wyoming — 

Elected for two years. Salary, varying by classes from 
$800 to $1,500. 
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UNIFORM ACCOUNTING. 

NECESSITY FOR UNIFORM ACCOUNTING. 

In the field of government one of the mos^t significant facts 
to be noted is the rapidly expanding functions of government — 
local, state and national. Functions, which, a few years ago, 
were either neglected or performed by private agencies have more 
and more been assumed as legitimate activities of the various units 
of municipal authority. This broadening of the activities of the 
collective units has only been made possible by increased budgets 
to provide for the expense of carrying on the service. With the 
increase in the expenditure of monies in the public service has 
come an increased demand for strict accountability. If the ex- 
penditures on behalf of the government twenty-five years ago 
were worthy of the interest and watchfuU attention of citizens cer- 
tainly the expenditures in the various branches of governmen- 
tal activity today are matters to challenge not merely the interest 
of the citizens, .but to command their serious attention. 

A prerequisite to any intelligent consideration of the cost 
of government is a system of accounting that will enable the 
observer to determine, with a degree of accuracy, the actual cost 
of every item of service perform?ed by a governing body. The 
need of more uniform methods of accounting has come to be recog- 
nized and has been met in several of the states by ample legisla- 
tive provisions authorizing systems of accounting to be instituted 
which will make possible the determination of costs and the mak- 
ing of comparisons between municipalities performing like fane- 
tions, both under similar and different circumstances. Not only 
has this need been provided for in some of the states, but the c^'^ii- 
sus bureau of the Federal Department of Commerce and Labor has 
undertaken in a limited way to compile statistics which will dis- 
close costs of government based upon financial reports obtained 
from cities having a population of more than 30,000. In fact 
the need of uniform accounts, reports and examinations is now so 
weU recognized that argument devoted to its advocacy seems 
unnBcessary. 
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REQUISITES OP A GOOD ACCOUNTING SYSTEM. 

To serve the purposes, which require to be served in our 
own state, a system should be devised which would provide for the 

following : 

- <• 

(1) Classi^cation of all sources of income, which would be 

uniform as to every institution and branch of local government of 
the same class. 

(2) Classification of all objects of expenditure, which should 
be uniform as to every institution and every branch of local gov- 
ernment of the same class. 

(3) The installation of a system und^r state authority after 
the same has been carefully worked out, regard being had to 
economy in the matter of printing supplies and the use of supplies 
already printed. 

(4) Examinations made under the direction of state author- 
ity at the expense of the municipality or institution, as often as 
is necessary to insure fidelity in the public offices and a proper use 
of the methods prescribed. 

(5) Reports for statistical purposes, the same to be given 
reasonable publicify. 

It is not contended that North Dakota has a particularly vic- 
ious accounting system, but it is a fact known to all, who are at all 
familiar with methods of keeping accounts in institutions, coun- 
ties and municipalities, that there is much room for improvement 
and that a uniform system is much to be preferred over a system 
that leaves each unit of government more or less free in the mat- 
ter of accounting methods. When a uniform system could be pro- 
vided at the same cost, or smaller cost, there is no justification for 
haphazard methods. 

NORTH DAKOTA LAWS ON THE SUBJECT OF 

ACCOUNTING. 

It will be seen from, the following statutory provisions that 
the legislature has already attempted to make provision for uni- 
form accounting. 

STATE AUDITOR. 

Rev. Code 1905, Sectioif 107. (Transmit Forms and Instruc- 
tions to Auditors.) He, (the state auditor) shall from time to 
time prepare and transmit to the county auditor of each county 
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such general forms and instructions in conformity with the laws 
in force, as, in his opinion, may be necessary to secure uniformity 
in levying, charging, collecting and accounting for the public rev- 
enue; and assessors and treasurers shall observe such forms and 
instructions. (B. C. 1899, 104.) 

PUBLIC EXAMINER. 

Rev. Code 1905. Section 142. (Duty to Supervise Accounts 
of Public Institutions.) It shall be the duty of the state examiner 
to assume and exercise constant supervision over the books and 
financial accounts of the several public, educational, charitable, 
and penal and reformatory institutions belonging to the state; 
to prescribe and enforce correct methods of keeping financial 
account's of the state institutions by himiself or duly appointed 
deputy, and instruct the proper officer thereof in the due per- 
formance of his duty concerning the same; to examine the 
books and accounts of all public institutions under the control 
of the state, and of all private institutions with which the state 
has any dealing, so far only as the same relates to such dealing, 
once in six months. (1893, ch. 95, 3; R. C. 1899, 138.) 

Rev. Code 1905. Section 143. (Additional Duties.) It shall 
be his, (the public examiner's) duty to order and enforce a cor- 
rect and, as far as practical, uniform system of bookkeeping by 
state and county treasurers and auditors so as to afford a suitable 
check upon their mutual actions and insure a thorough supervis- 
ion and the safety of the state and county funds. He shall have 
full authority to expose false and erroneous systems of ac- 
counting, and when necessary instruct or cause to be instructed 
the state and county ofifikjers in the proper mode of keeping the 
accounts. It shall be the duty of the state examiner to ascertain 
the character and financial standing of all present and proposed 
bondsmen of state and county officers. He shall require county 
treasurers as often as he shall deem necessary to make verified 
statements of thir accounts, and he shall personally, or by dep- 
uty, visit said offices without previous notice to such treasurers, 
at irregular periods, of at least once a year, or when requested 
by any board of county commissioners and make a thorough ex- 
amination of the books, accounts and vouchers of such officers, 
ascertaining in detail the various items of receipts and ex- 
penditures; and it shall be his duty to inspect and verify the 
character and amounts of any and all assets and securities held 
by said officers on public account, and to ascertain the character 
and amount of any commissions, percentages or charges for ser- 
vices exacted by such officer without warrant of law. He shall 
report to the attorney general the refusal or neglect of any state 
or county offifcer to obey his instructions, and it shall be the duty 
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of said attorney general promptly to take action to enforce com- 
pliance herewith. He shall report to the governor the result 
of his examination, which shall be filed in the executive office, as 
well as any failure of duty by any financial officers as often as he 
thinks required by the public interest, and the governor may 
cause the result of such examinatioii to be published, or at his 
discretion to take such action for the public securities as the ex- 
igencies demand, and if in his opinion the public interest requires 
it, he may suspend any such officer from further performance of 
duty, until examination is had, or such security obtained as may 
be demanded for the protection of the public funds. (1893, ch. 95, 
4;R.C. 1899, 139.) 

BOARD OF CONTROL. 

Chapter 62, Section 13, Laws 1911. (Books and Accounts.) 
it, (the board of control) shall keep at its office a proper and 
complete system of books and accounts with each institution, 
which shall show every expenditure authorized and made thereat, 
and said book shall exhibit an account of each extraordinary or 
special appropriation made by the legislature, with each it%m of 
expenditure thereof. 

Chapter 62, Section 14, Laws 1911. (Uniform System of Rec- 
ords and Accounts. Expert Help.) It shall prescribe the forms 
of records and the kind of accounts to be made and kept by 
the institutions heretofore specified. Li providing for the books 
of accounts the said board shall establish as uniform a system as 
possible, compelling similar institutions to keep similiar books in 
the financial operations of such institutions; and the board shall 
institute and require the keeping of a perfect system of accounts, 
and requisitions showing the purchase, storing and consumption 
of supplies for subsistence, construction or other purposes. The 
board, shall within six months after the passage of this act, de- 
termine the kinds and qualities of provisions and supplies for the 
several institutions subject to its charge. 

STATE INSTITUTIONS. 

UNIFORM SYSTEM OF ACCOUNTING FOR PUBLIC 

INSTITUTIONS. 

An Act to Provide for the Uniform System of Accounting by the 
State Institutions of North Dakota, Prescribing- the Books, 
Forms, the Duties of the Accounting Officer, the State Au- 
ditor and the Institution Treasurer, "With Regard to such 
Uniform System of Accounting; Also Prescribing the Forms 
of Checks and Receipts to be IFsed and the Manner of Ac- 
counting to the State Auditor and the State Treasurer. 
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CHAPTER 232. LAWS OF 1907. 

•Section 1. (State Institutions to Designate an Accounting 
OflSicer.) 

•Section 2. (Duties of Accounting Officer.) 

•Section 3. (Describing Books, to be Used, Forms of Such 
Books. 

Forms of Vouchers, Receipts, Checks. Receipts to take Place 
of Duplicate Voucher to State Auditor. Forms of Expense Lists.) 

Section 4. (Exceptions.) It is further provided that any 
institution now using a government form of accounting shall not 
be required to use tjie system herein provided if the said system 
shall necessitate the using of two sets of books in order to com- 
ply with the government system of accounting. But such parts of 
this system shall be used as can be used without interfering with 
the system provided by the government. 

Section 5. (State Auditor Makes Forms.) It is hereby made 
the duty of the state auditor to make up the forms for the sev- 
eral institutions and to aid in the installment of the new system 
in the institutions of this state as soon as can conveniently be 
done. He shall have the right to recommend and make such 
changes in the system herein described as he believes will be of 
benefit to the state and to the institution. 

Section 6. (Emergency.) Whereas, the systems of account- 
ing now differ greatly and render the examination and checking 
of accounts difficult, and it is further desired that the systems 
of accounting be as nearly uniform as possible, therefore this 
act shall be in force and effect after its passage and approval and 
the system herein described shall be put into use by the institu- 
tions as soon as the forms can be ruled up and the books and 
blanks furnished. 

TAX COMMISSION. 

LAWS OF NORTH DAKOTA, 1911. 

Chapter 303, Section 9. (Powers and Duties of.) 

5. To require township, village, city, county and other public 
oflScers to report- information as to the assessments of property, 
collection of taxes, receipts from licenses and other sources, the 
expenditure of public funds for all purposes, and such other in- 
formation as may be helpful in the work of the commission, in 

*Note These sections merely describe details of the system provided for. 
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such form and upon such blanks as the commission may prescribe. 

6. To inquire into the system of accounting of public funds 
in use in townships, cities, villages and counties, and to make 
needed recommendations for the uniform; system of account of 
the receipts and disbursements of public funds in the municipali- 
ties of the state. 

The statutes quoted above furnish ample proof of the in- 
terest of the legislature of this state in the subject of uniform ac- 
counting, but it will also be seen that authority in these matters 
has not been centralized in any particular head and that conflict- 
ing authority has been given to various officers and boards. It 
is hardly to be. expected that a good plan would be evolved aiid 
put into operation under statutes that are so conflicting in the 
matter of authority. However, every officer and every board that 
is given authority over public accounts in the statutes above 
quoted is an offiScer or board specially interested in accounting 
methods and it is proper to indulge the hope that the officers 
designated will cause their interest to bear fruit in improved 
methods. 

WHAT SHOULD BE DONE IN NORTH DAKOTA.? 

As stated in the foregoing paragraph all the officers who have 
been given authority in the matter of accounting are interested, 
each from his own view point, in having a proper system instituted 
and we believe that the interest taken by each will be suffuci^nt 
to insure his co-operation with the others in devising and institut- 
ing a comprehensive scheme. We would, therefore, suggest for 
the consideration of the legislature that the State Auditor, the 
Public Examiner, the members, or a member of the Board of Con- 
trol and the members, or a member of the Tax Commission be 
constituted a commission — to serve without extra pay — to insti- 
tute uniform accounting. Provision should also be made for 
deputy examiners to care for the additional work that would de- 
volve upon the public examiner's office incident to the extension 
of examinations of municipalities not now under the jurisdiction 
of the public examiner's office. Provisions should also be made 
for the fixing of a scale of charges by the commission covering the 
installation of the system, and fees for examination. 

For the information of the legislature we submit fierewith in 
condensed form a statement of the laws of the various states, 
which have already adopted more or le^s comprehensive systems 
of accounting. We would especially call attention lo the Ohio 
law and the Wisconsin law. The former has been used as a miodel 
for the legislation of several states and has proved very effective, 
while experience in Wisconsin under their law illustrates what can 
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be accomplished by an eflftcient board in whom is vested rather 
broad discretinary powers. The comment following the con- 
densed statement of the law in each state is the comment of Mr. 
Iver A. Acker, Legislative Reference Librarian, and has been 
made by him as a result of inquiry from the various states. 

DIGEST OF STATE LAWS RELATING TO UNIFORM 

ACCOUNTING. 

CALIFORNIA. 

In 1911 the California legislature passed an act creating a 
department of public accounting. The department is placed under 
the state board of control and the principal officer in the depart- 
ment is known as the superintendent of accounts. The salary of 
the superintendent is fixed at $3,000 per year. Two assistants are 
provided for at a salary of $2,700 each. The board of control has 
power to appoint additional accountants at salaries not to exceed 
$2,500 per year. The accountants are required to qualify by open 
competitive examination along practical lines. The board is giv- 
en power to install and supervise a uniform system of accounting 
and reporting for all officers in the state permitted or charged by 
law with keeping public accounts, having the custody or control 
of public money or its equivalent. It is made its duty to require 
financial statistical reports and to examine the books, etc., of 
public offiices and institutions. A penalty is provided for any 
failure on the part of any officer or person to comply with the 
directions of the board of control in the matter of accounting or 
reporting. 

Comment. This law is of such recent enactment that the of- 
ficials responsible for its enforcement could not suggest how it 
might be improved when this information was requested. 

COLORADO. 



In 1909 the legislature of Colorado established the office of 
public examiner. The examiner is appointed by the state auditor 
and receives a salary of $3,000 per year. It is* made the duty of 
the state auditor and the public examiner to formulate, prescribe 
and install a system of accounting and reporting that shall be 
uniform; for state and county officers and state and county institu- 
tions. Separate accounts are required for every appropriation 
made, or fund created by a taxing body. Financial reports are 
required of every state and county taxing body and public insti- 
tutions in accordance with forms prescribed by the state auditor. 
These forms are required to be uniform for all accounts of the 
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same class. The auditor is required to publish annually a vol- 
ume of comparative statistics showing collections, and receipts 
from all sources, expenditures, the public debt of every state and 
county taxing body and institution. The auditor is authorized to 
appoint assistants, known as state examiners, at salaries of $150 
per month. The auditor, public examiner and state examiners 
are authorized to examine accounts. Suitable penalty is pre- 
scribed for the failure of any person to make required reports. 

Comment. The Public Examiner of Colorado states that 
there are several weak points in this law, and that these are due 
to the fact that the statute does not give the Public Examiner 
the power to demand of the district attorney that they prosecute 
offending county officials. Also that there is no appropriation 
^ade to defray the expenses of suits brought to recover funds 
illegally disbursed. In addition, the attorney general has not the 
right to bring action in such cases, unless the revenue of the state 
is affected. The result is that when the district attorneys are 
depending on the support of the county officials for their nomina- 
tion and votes, it is impossible to get any action started by the 
district attorneys. The examiner anticipates that the next legis- 
lature will remedy the defects in this law. 

CONNECTICUT. 

In 1909 the earlier statutes were so amended as to require 
treasurers of counties, cities, boroughs, fire districts and towns to 
return to the tax commissioner, every fourth year, a clear and ac- 
curate statement, under oath, of all itewk constituting indebtedness 
The statement must describe the indebtedness and must show 
the tax levies and accounts expended. The tax commissioner is 
required to publish these reports by counties. 

In 1911 the legislature passed an act requiring the auditors 
and public examiners to perform their duties under the comptrol- 
ler, and requiring reports of state and county offifcers and of super- 
intendents of institutions upon forms prescribed by the comptrol- 
ler. 

Comment. Generally speaking the laws of this state do not 
provide for uniform accounting in public offices. Quadrenial re- 
turns of municipal debts and expenditures are required. This is 
only partial uniformity. 



IDAHO. 

In 1908 the legislature of Idaho passed a statute similar to 
the North Dakota statute (Code 1905, Section 143) providing that 
the state examiner should order and enforce, so far as practicable, 
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a uniform system of bookkeeping for state and county oflScers. 

Comment. Idaho has no uniform accounting in practice in 
spite of the statute above noted. Most of the counties have a 
system of accounting of their own, based on their interpretation 
of the law. This has resulted in a great variety of msethods in 
handling accounts.* 

•Letter from State Insurance Commissioner, I. C. Hattabougb, dated Octo- 
ber 9, 1911. 

INDIANA. 

In 1909 the legislature created a bureau of inspection and 
supervision of public oflS^ces. The principal oflScer of the bureau 
is the state examiner, who is appointed by the governor, for a 
term of four years at a salary of $4,000 per year. The governor 
also appoints two deputy examiners for a term of four years at 
a salary of $3,000. The deputy examiners must belong to dif- 
ferent political parties. There is also created a state board of ac- 
counts, consisting of the governor, auditor and state examiner. 
It is made the duty of this board to formulate, prescribe and in- 
stall a uniform system of accounting and reporting for all public 
offices. Separate accounts are required for every appropriation, 
or fund made by or accruing to any municipality; also for each 
department, undertaking, institution or public service industry. 
Cotmty auditors, township trustees, city clerks, town clerks and 
secretaries of school boards are required to miake annual reports 
to the state examiner, showing receipts and disbursements, pub- 
lic debt, costs of ownership and operation and income of public 
service industries and common school funds. The state examiner 
is required to furnish blanks and the board is authorized to em- 
ploy necessary clerical assistants for formulating and installing a 
system of uniform accounting. In addition to this the state ex- 
aminer is authorized to appoint field examiners, who must qualify 
in an open competitive examination, and not more than one-half 
of the appli(3ants shall belong to the same political party. The re- 
ports to the examiner are required to be published in a book of 
comparative statistics. Suitable penalties are prescribed for fail- 
ure to comply with the law. The expenses of examination are 
borne by the municipalities examined. 

Comment. The State Examiner of Indiana writes that the 
operation of the law has proved the wisdom of its enactment many 
times over. With a very few exceptions all of the public offiicials 
throughout the state have been friendly to the law and have co- 
operated with the public examiner in its enforcement.* 

♦Letter from W. A. Dehority, State Examiner, dated December 19, 1911. 
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LOUISIANA. 

In 1910 the legislature of Louisana authorized the governor 
to appoint a supervisor of public accounts for a term of four 
years, at a salary of $5,000 per year. An appropriation is also 
made to pay assistants and necessary clerical help. It is made the 
duty of the supervisor to examine the books of each collector and 
to inspect the books of the auditor of public accounts (correspond- 
ing to county auditors in North Dakota.) He also has authority 
to examine and audit the books of all public boards and com- 
missions and any department of state government; also to ex- 
amiine the books and assessment lists of assessors. The super- 
visor reports results of his examination in duplicate. One is filed 
with the governor and one in the office investigated. 

Comment. The supervisor of public accounts states that 
taken as a whole this l^w has proven satisfactory. The people and 
the newspapers of the state strongly favor uniform accounting. 
Any antagonism to the supervisor's office has come from those 
**who have had the light of day turned upon their loose method 
of conducting the state's business."* The law is not broad 
enough, however. It does not cover all county and municipal 
accounts. 

IOWA. 

In 1907 the Iowa legislature passed an act authorizing the 
state auditor to prescribe a system of books, records, etc., for coun- 
ty auditors, county treasurers and clerks of district court. He is 
given power to appoint assistants to aid in the preparation of 
forms. By an earlier law (1906) the state auditor was authorized 
to formulate and prescribe a system of uniform accounts for 
cities and towns. The auditor is also authorized to appoint one or 
more examiners. The expense of the examination is borne by the 
municipalities and the results are required to be published in a 
volume of comparative statistics. 

Comment. This law has proved to be very satisfactory. 

KANSAS. 

In 1911 the legislature created a permanent commission con- 
Bisting of the state accountant, state printer and attorney gen- 
eral, to prepare forms for a uniform system of records for coun- 
ties, townships and school districts. It is made unlawful for any 

♦Letter from A. M. Smith, Supervisor of Public Accounts, dated January 
5, 1912. 
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such officer to purchase, after July 1st, 1912, any blank books 
or records of any form other than those adopted by the com- 
mission. The tax commission has power, by an earlier law, to 
provide a uniform method of keeping tax rolls and books relat- 
ing to taxation. 

Comment. The state offiicials responsible for the enforce- 
ment of this law are unable to suggest any improvements until 
it has been put in pracllice. . ' 



MASSACHUSETTS. 



i^i 



The legislature in 1909 made it the duty oT^the director of 
bureau of statistics to prescribe standard forms intended to pro- 
mote the systematic accounting of financial transactions and the 
publication of the same in city and town reports. It also made it 
his duty to secure reports upon blank forms or schedules so ar- 
ranged as to provide for uniform^returns showing receipts classi- 
fied by sources, and payments classified by objects. The follow- 
ing year the legislature provided for auditing the accounts of 
towns and cities upon petition from the town or city. The ex- 
pense is paid by the state and the state is in turn reimbursed by 
a tax laid upon the municipality to cover the expense. 

Comment. The system devised by the bureau of statistics 
is installed in cities or towns upon petition. While the law of 
1906 recognized the necessity for uniform accounting, it did not 
attempt to force such changes prematurely upon municipalities 
unwilling or unable to comprehend the value of a scientific sys- 
tem. It was based upon the theory that the needed changes in 
methods would in the long run prove most effective if public of- 
ficers could be brought in a measure to make them voluntarily, 
after they themselves had come to appreciate their importance.* 

MICHIGAN. 



>. 



In 1911 the legislatiu^e passed an act directing the auditor 
general to formulate and prescribe an uniform system of book- 
keeping and accounting applicable to the departments of -state 
government, state institutions and boards, and county officials, 
charged with keeping accounts. The accounts are required to 
show sources of revenue and manner of payment. Examinations 
and reports are required and the auditor general is directed 
to publish the substance of the reports annually in a volume of 
comparative statistics. The auditor general appoints assistants, 

♦Municipal Bulletin, No. 1, p. 3. 
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accountants and examiners whose compensation is fixed by the 
board of state auditors. The system is instituted in counties only 
upon their request. 

Comment. The act was passed in accordance with the pro- 
visions of the constitution. The provision making the law in- 
operative in counties, unless the county requests that the sys- 
tem, be installed, renders the law useless.* 

MINNESOTA. 

In 1909 the legislature of Minnesota authorized the appoint- 
ment, by the governor of a public examiner, whose term of office 
is fixed at three years at a salary of $4,100 per year. The exam- 
iner is authorized to appoint four assistant examiners, the first and 
second assistant, a corporation examiner and an executive clerk 
and other necessary employees, at salaries ranging from $2,400 to 
$1,500 per year. It is made the duty of the examiner to prescribe 
and enforce, as far as practicable, a uniform system of book- 
keeping by state and county auditors and treasurers. He is also 
authorized to examine the books of such ofl^ers and the offices 
of the comptroller, treasurer and financial offices of the city pf St. 
Paul. He reports biennially to the governor. 

Comment. Except under special conditions the state exam- 
iner has no jurisdiction over cities, villages, townships or school 
districts. ** Their accounting systems are in many cases not only 
not uniform, but in many cases deplorable in their lack of record." 
(1) The uniform system of accounting in all counties and all 
state institutions has given general satisfaction. (2) 

NEW JERSEY. 

In 1908 the legislature of New Jersey made provisions for 
an auditor of accounts to be appointed by the governor at a sal- 
ary of $3,000, with assistants — three in number at salaries of $2,- 
000 per year. It is the duty of the auditor to establish a uniform 
system of bookkeeping in all department and state institutions 
and he is autliorized to examine such institutions and the offices 
of county and state officials, who collect fees or other money on be- 
half of the state. 

Comment. This law does not provide for uniform municipal 
accounting. In 1911 a bill was introduced in the legislature and 
was reported favorably by the Senate Committee having it in 
charge, but failed to become a law. 

•Letter from V. B. Pellen, Auditor General, Dated Oct. 9, 1911. 

(1) Letter from Andrew B. Frit*, PnbMc Examiner, dated Oct. 14, 1911. 

(2( Ibid. 
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NEW YORK. 

In 1910 the legislature of the state of New York passed a law 
giving to the state comptroller broad powers in the supervision 
of the accounts of counties, cities and villages. He has the pow- 
er to formulate and prescribe a uniform system of accounts for 
each class of municipal corporations and to direct their installa- 
tion. He prescribes the forms for annual reports of all municipali- 
ties and is required to publish the substance of them in an an- 
nual volume of comparative statistics. 

Comment. This law is comparatively new and the greater 
part of the work has been devoted to the examination of the ac- 
counts of municipal oflScers. In his report for 1910 the S':» e 
Comptroller says: **In the counties examined during the last 
fiscal year (1910) it was found that the amount improperly and 
illegally expended during the single year ranges from two aid 
one-fourth per cent of the total amount expended for the main- 
tenance of the county governments to sixteen per cent of that 
amount, with an average of six and one-half per cent for all those 
counties. The general principal purposes for which the illepral 
expenditures of county moneys are incurred are as follows: 

(1) Compensations and expenses of the boards of super- 
visors.* 

(2) Compensations and expenses of county officials and their 
assistants. 

(3) Printing and publishing. 

OHIO. 

In 1902 the legislature of Ohio passed a comprehensive uni- 
form accounting act applicable to accounting and reporting in 
counties, cities, villages, townships and school districts, which was 
later amended so as to include state institutions. The system is 
xmder the direction of a bureau of inspection and supervision of 
public offijces, established as a department in the office of the state 
auditor. The state auditor is chief inspector and supervisor and 
is given power to appoint three deputies representing, at least, 
two political parties. He may also appoint other assistants, 
known as state e;xaminers and assistant state examiners. - The 
examiners are paid on a per diem basis, differing for state exam- 
iners and assistant state examiners and for the character of 
municipality or institutions examined, ranging from $10.00 to 
$5.00 per day. Financial reports are required showing receipts 

♦In not a dnp:le municipality examined can it be said that the finances have 
been administered in an absolutely proper and lawful manner. Such a condition 
is indicate of great laxity on the part of those charged with the control and ex- 
penditure of the tax-payer's money. 
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and disbursements, the amount of public debt ill every taxing dis- 
trict, income and cost of every public service industry operated 
by a municipality and classified statement of receipts and expen- 
ditures of state ofifices and public institutions. The substance of 
these reports is required to be published annually in a volume of 
comparative statistics. The bureau examines the condition of 
every public office in every township, village, and school district, 
at least, once in two years and other offi.iees annually. The ex- 
penses of examinations are borne by the counties in proportion to 
population. Expenses in taxing districts are borne by the dis-. 
tricts. 

Comment. Mr. E. M. Pullington, Auditor of State, who has 
been identified with the Bureau of Inspection since its organiza- 
tion, states that the power conferred upon the auditor of state 
and his deputies and examiners are broad enough to meet all re- 
quirements. While about a million of dollars of misappropriated 
fees and illegal expenditures have been returned to the public 
treasury since the enactment of this law through the investigation 
made by the Bureau of Inspection, the best results have been 
achieved in the improvement in bookkeeping and systems of ac- 
counts. Another influence for good has been the appreciation 
on the part of public officials and the employees of the responsi- 
bilities of their offices and the more effi;cienf administration of 
the laws of the state relating to public officials.* 

OKLAHOMA. 

In 1908 the legislature of Oklahoma made it the duty of the 
state examiner and inspector to prescribe a uniform system of 
bookkeeping for the use of all treasurers and county offi,teers. He 
is given full authority to investigate all state and county offices, 
and the books, etc., of state institutions and custodians of county 
and state funds. He may appoint two deputies at $1,000 an- 
nually and a clerk at $900 a year. 

SOUTH DAKOTA. 

• • 

In 1911 the legislature of South Dakota authorized the gov- 
ernor to appoint an executive accountant for the term of two years 
at a salary of $1,800 per year and necessary assistants at $6 par 
day. It is made the duty of the examiner to examine county 
offices at the request of the board of county commissioners in any 
county, or under the direction of the governor. The expense. of 
the examination is paid by the county. 

♦Letter dated Jan. 27, 1911. 
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Comment. Mr. J. E. Truran, Executive Accountant, writes 
that this law is defective in so far as it applies to county exam- 
inations, for under an opinion of the attorney general he cannot 
pay his assistants out of the funds received from the county ex- 
amined; but must turn the money into the general fund of the 
state and pay him out of the appropriation made and stated by 
the law. County examinations have therefore been discontinued. 
In spite of the defect, the executive has '* secured the return of 
a considerable sum of money with more in sight.'' The fact that 
there is such an officer is causing the parties who are spending 
the state's money to be very cautious.* 

WASHINGTON. 

« 

The Washington statute passed in 1909 and amended in 1911 
is practically the Ohio law, described above. The penalty pre- 
scribed for the failure of officers to ca,rry out the uniform system 
and make reports is removal from office, after conviction before 
the judges of the supreme court. 

Comment. The Bureau of Inspection and Supervision has 
done a great deal of good in this state. As a result of uniform 
accounting and reporting the officers of one county in submitting 
estimates for the year 1910 made a. voluntary reduction of over 
$65,000 from the expense incurred in 1909. The Bureau of In- 
spection believes that this can be materially augmented. (1) As 
a result of investigations by the bureau discrepancies to the 
amount of $37,702.42 were found in the accounts of the former 
attorney general. Said officer has been convicted and is now con- 
fined in the penitentiary, and recovery to the amount of $20,016 
has been made. (2) 

WEST VIRGINIA. 

In 1909 the legislature of West Virginia adopted the Ohio law 
above referred to. Instead, however, of making the state auditor 
chief inspector and supervisor of public offices, the state tax com- 
mission is made such ex-offi,cio. 

Comment. The Tax Commissioner in his report for the bien- 
nial period 1909-1910 has this to say of the law providing for uni- 
form accounting and reporting. **The most serious objections 
raised against this law have come from that class of people who 

♦Letters dated Oct. 11 and Oct. 17, 1911. 

(1) First annual report of the Bureau of Inspection and Supervision, 1910, 

(2) Ibid. p. 10. I 
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object to the centralization of pawer. They say that it takes away 
home rule, and centralizes power in the state official to interfere 
with county and district affairs. Such an argument is pure de- 
magogy. "I am a firm believer in suflSciently centralized power to 
make any government effective." 

**I desire to impress this fact: That this law is still in its 
infancy. We have only been able so far to apply it to counties. 
"We have not touched cities or districts. I have on many occasions 
made the statement that it is one of the best pieces of legislation 
placed upon the statute books of this state for a quarter of a cen- 
tury, and I have no reason for changing my views, The best 
way to illustrate the efficiency of this piece of legislation is to 
show the results already accomplished." (1) 

WISCONSIN. 

In Wisconsin it is made the duty of the state tax commission, 
to inquire into the system of the accounting of public funds in 
towns, villages, cities and counties and to prescribe and, at the 
request of any such municipality, to install a system of account- 
ing, as nearly uniform as practicable. When so installed the 
system must be retained. The tax commission also audits the 
books upon the reques.t of a municipality, or upon its own 
^ motion. The commission is required to establish- a scale of 

6harges for installing and auditing. 

Comment. This act is merely an amendment to the tax com- 
mission law. Mr. A. E. James, Statistician of Wisconsin, who 
drafted the act, points out that the first difference between the 
Wisconsin law and that of Ohio and Indiana is in its brevity and 
general terms as contrasted with the extremely specific manner 
in which the duties and powers of their accounting bureaus are 
laid down. Instead, for instance, of being charged with the duty 
of an annual audit in each municipality of the state, the commis- 
sion is give"n power to audit upon its own motion. The discre- 
tionary power of the commission is therefore broader than is 
granted to the Indiana and Ohio boards. 

The second difference is that the employees of the 
commission who do the work are nowhere enumerated in 
the law nor is their compensation fixed by statute nor the man- 
ner of work which they do. This leaves the commission free to em- 
ploy men at such salaries as it deems best and for such work as 
seems to be warranted by conditions as they arise. Finally, this 
law like that of Massachusetts is optional rather than compuls- 
sory. In the earlier stages of the law Mr. James considers it vital 
that the installation work shall be purely voluntary on the part 
of the municipalities — 'but that ultimately the law should be made 
compulsory. (1) 

(1) Biennial Report State Tax Commissioner 1909-1910, p. 91. 
(1) Letter from A. E. James, Statistician, State Tax Commission. 
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WYOMING. 

The state examiner is given supervisory power over the 
books and financial accounts of the public educational, charitable 
and reformatory institutions and municipal corporations. He 
has authority to enforce, as far as practicable, a uniform system 
of bookkeeping by state, county and municipal officers. Reports 
are required of county treasurers and municipal corporations and 
the examiner is required to audit the accounts of school districts, 
cities or other municipalities upon request. The corporation de- 
fraying the expense. 
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CHAPTER XL 



SALES METHOD OP ASCERTAINING VALUES OP 

REAL PROPERTY. 

Tax oflBcials have long been embarassed by a lack of facility 
for determining the true valuation of real property for purposes 
of assessment and equalization. It is the experience of every 
lawyer, who has anything to do with condemnation litigation 
that the judgment of real estate experts will differ very widely 
as to the valuation of specific tracts of real property after full 
opportunity to observe all the surrounding conditions. That a 
line could be drawn somewhere between the estimates of the 
optimist and the pessimist which would form a safe guide for 
all purposes of just assessment and equalization is not seriously 
doubted, but the problem of devising means by which to dis- 
cover that line is not a simple one. We are fortunate, however, 
in being able to fall back upon the experience of the tax commis- 
sions of Wisconsin and Miifnesota in these matters. For more 
than ten years the tax commission in the state of Wisconsin has 
used what is known as the sales method of determining the land 
and lot values and the same method has been in use in Minnesota 
for several years. In brief, this method (Consists in obtaining in- 
formation concerning every sale in every part of the state, and 
it is done in this way. Field agents of the tax commission go 
into the various counties and transcribe from the records to cards 
memoranda of all the sales by warranty deed, and by inquiry 
they discover the nature of the transaction, as to whether it is 
a sale or a trade. If a sale they learn the true consideration from 
reliable sources. If they fail to obtain satisfactory information 
in this manner the sale is eliminated from their future calcula- 
tions. By taking all of the transfers for which reliable informa- 
tion has been obtained an annual average is struck, which when 
considered in connection with the annual averages covering a 
period of several years affords the highest evidence obtainable 
of actual values in a particular county or municipality. 

This method has proved highly satisfactory where it has 
been tried, and the information obtained in the manner above 
described has been of inestimable value in the equalization of 
tax burden. 
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The gathering of information relating to the sales of real 
property could, we believe, be greatly facilitated by statutory 
provisions requiring confidential information to be furnished to 
the tax commission at the time the instruments are recorded. A 
bill making provision for such will be prepared by the tax com- 
mission and presented to the legislature for consideration. 
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CHAPTER XII. 



SCHEDULE OF ITEMS USED IN LISTING PERSONAL 

PROPERTY FOR ASSESSMENT. 

The experience of ofi^ials having to do with the administra- 
tion of taxation and revenue laws, teaches that a hard and fast 
schedule fixed by statute does not produce the best results in 
the assessment of personal property. The chief reason why this 
is so is that a classification of various species of property which 
seems highly desirable at one time, may, in the course of a very 
short time, lose its value and will come to be productive of in- 
equalities in assessment. 

Section 1496 of the Code of North Dakota for 1905 provides 
for a schedule of twenty-seven items intended to set forth the 
number and value of items of personal property of various des- 
criptions. It is well to require the listing of property in such 
a manner as to insure that no property will be over-looked and at 
the same time to present a schedule so classified that property of 
a given description will readily be placed under the proper head- 
ing. If this is not done all attempts at equalization will fail and 
instead of the equalization operating to distribute the burden of 
taxation more equitably, it is likely to exaggerate the inequali- 
ties already appearing. We believe that better results will be 
obtained by an amendment to Section 1496 which will preserve 
the section intact, and at the same time provide that the schedule 
may be changed by the tax commission whenever in its judgment, 
founded on experience, a change in the schedule is deemed ad- 
visable. For recommendation in this matter see page 158. 
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CHAPTER XIII. 



INHERITANCE TAX HISTORY. 

We hear much discussion today of the plan of taxation upon 
inheritances^ and we are apt to gather the impression that the 
idea of the inheritance tax is modem. Nothing could be farther 
from the truth. The inheritance tax goes back to the early civ- 
ilizations. Gibbons, in his History of the Roman Empire, tells us 
that the Emperor Augustus suggested the use of this tax for the 
support of his army. This form of taxation has been used from 
early times in those countries of continental Europe that have 
borrowed their legal and fiscal systems from the Romans. The 
use of thiS tax has grown with the growth of democracy until to- 
day it is in use not only in the principal states of continental 
Europe, and in England, Australia and Canada; in fact, general- 
ly throughout the English Colonies, and in a large number of the 
American states. Its use in England dates from about 1780 and 
its first recognition in the American states was in Pennsylvania, 
in 1826. So general is the use of the inheritance tax now thqt it 
may well be considered an established part of our revenue system. 

THEORIES OP THE INHERITANCE TAX. 

There are three main theories advanced by economists in sup- 
port of taxation of inheritances. They are :■ the back tax, income 
without toil or service, and accidental income, theories. 

Those who support the back tax theory of inherltaiice taxa- 
tion do so on the ground that under our revenue systems the com- 
mon experience is that taxation falls heaviest upon those least 
able to bear it and that the wealthy escape a large portion of the 
tax burden that they should bear. Consequently, they contend 
that a system that will take from the estate at the time of its 
descent or distribution a sum that will compensate for a loss of 
revenue during a period of years is just. It will at once be seen 
that it is impossible under this theory to draft an inheritance tax 
law upon any principle that will mete out justice between the 
inheritance and the state. If the inheritance is taxed on the back 
tax theory there should be no exemption and the rate should be 
such as to insure the taxing of only sufficient to make up for the 
taxes that have been evaded. However impossible it may be to 
mete out justice in this situation through the medium of an in- 
heritance tax, it is nevertheless true that the popular demand for 
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this form of taxation is based, in large measure, upon the univer- 
sal belief in the main fact that lies back of the argument, namely ; 
that the wealthy are not taxed in the same proportion to their 
wealth as are the poor and the moderately weft-to-'do. 

Some economists support the inheritance tax on the ground 
that it takes income for which no toil has been expended, thus 
placing it on a par with other forms of taxation that have for their 
object the taMng for public purposes of unearned increment. 
Notable among these economists is Dr. Eichard T. Ely. 

The third theory, namely ; that of accidental income, has the 
support of Dr. E. R. A. Seligman. On this subject he says in his 
Essays on Taxation : 

**The logical defense for the inheritance tax is thus the ac- 
cidental-income argument. It is in harmony with the general 
basis of taxation — ^the faculty or ability of the individual to pay ; 
it rounds out the existing system, whether based on property or 
on income ; and it is not open to the objections which may be urged 
in one form or another against each of the other theories. 

Granting the desirability of the tax, we are at once con- 
fronted by the problem of graduated or progressive taxation. 
Graduation of the tax according to relationship has met with well- 
nigh universal acceptance; graduation of the tax according to 
amount has given rise to more controversy. This question has 
been fully discussed in another place with the conclusion that 
the theory of progression is more applicable to the inheritance tax 
than to any other part of the fiscal system ; and that, whether we 
base our demand on the limitation-of -inheritance theory, the 
faculty theory, or the compensatory theory, some scale of pro- 
gression is both desirable and practicable. 

The inheritance tax of to-day scarcely needs defence. It is 
found in almost every country ; and the more democratic the coun- 
try, the more developed is the tax. In some of the Canadian pro- 
vinces, in the Australian colonies, in the Swiss cantons, in England 
itself, the rates are not only progressive, but highly progressive. 
In the United States also, there is now a decided movement to- 
ward the progressive inheritance tax."* 

Dr. Max West also supports this view. 

It will thus be seen that there is ample economic authority 
for the inheritance tax and that this form of taxation is one that 
is commending itself more and more on account of the ease with 
which it may be made to yield revenue with the minimum of hard- 
ship and of industrial and economic loss. Not the least of the vir- 
tues of the inheritance tax is that it cannot be shifted. Its wis- 
dom can scarcely be questioned, since it does not touch private 

♦(Sellgman's Essays on Taxation, pages 132-133.) 
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property during the life of the owner; it does not levy a tax on 
business activity; it is easily ascertained and collected while the 
estate is in probate ; it adds no burden to the poo^, but requires 
those who receive much to pay something to the government in 
proportion to their ability to pay, in so far as ability is measured 
by the inheritance. 



SHOULD THE TAX BE RETRIBUTIVE? 

Ig it desirable to employ the inheritance tax as an instrument 
for reducing swollen fortunes? No one can now successfully deny 
that great fortunes have resulted through special privelege given 
by law or taken away from the people in defiance of all law. The 
political unrest prevalent in our country today has brought to 
light evil deeds in high places which will ultimately bring about 
a reasonable solution. The alarm and righteous indignation 
which resulted from recent disclosures would undoubtedly cause 
many persons to turn against law violators with whatever weap- 
ons may be at hand. But, even if this be true, the inheritance tax 
is not the proper weapon to employ. A retributive inheritance 
tax would in no way remove the causes of undue concentration of 
wealth,' but merely divide up a man's gains after his death. 

Prof. Bullock, of the Department of Economics of Harvard 
University, in an address delivered before the National Tax 
Association at Columbus, Ohio, in 1907, used this apt language: 

''If fortunes have been made by reckless or dishonest man- 
agement of large corporations, the obvious remedies are reform 
of our corporation laws and the cultivation of higher standards 
of business morals. This may be a slow and difficult task ; but il: is 
perhaps the issue of the hour, and beside it the taxation of inheri- 
tances pales into utter insignificance. New legislation will be 
needed, but the relentless enforcement of existing laws against 
such old-fashioned offenses as conspiracy and theft would prob- 
ably go far to accomplish the desired result. Make it as danger- 
ous to mismanage a transcontinental railway as to hold up a 
transcontinental express, and you will speedily reduce one class 
of swollen fortunes. Make it as perilous for an officer to plunder 
an insurance company as for a clerk to appropriate a few hundred 
dollars from its fund, and you will reduce another. Punish the 
financier who loots a street railway as you punish the hungry 
man who robs a bakery, and you will reach a third class of for- 
tunes. Deal with such gentlemen in the criminal courts rather 
than in the probate, and you will remove causes of dissatisfaction ; 
pursue them in the civil courts with suits of restitution, and you 
will return stolen goods to the rightful owners. These remedies 
are simple and old fashioned; they may offer no complex prob- 
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lems for the amateur sociologist ; but they lie directly at hand and 
have a potency far exceeding all schemes for social regeneration 
through act of Congress/' 

It has been argued with great force that a retributive tax on 
inheritance would cause property other than real estate to go into 
hiding in an effort to escape a tax of 20 per cent or 30 per cent, 
whereas a small tax, one for revenue, could be collected with 
considerable success, as the average man would not exert himself 
to escape a small tax. But the menace of great concentration of 
wealth and of large fortunes is not upon us in North Dakota. 
Consequently, there is no desire to use the inheritance tax law 
as a retributive measure. 

THE LEGAL BASIS OF THE INHERITANCE TAX: 

No theory of individual ownership of property ever was nor 
can be devised which does not leave the exercise of property rights 
at the will of government. Property right, then, is not a natural 
right, and there is a growing school of thinkers who qualify the 
right to ownership of property to an ownership that is socially 
useful. It is not allowed as a human, individual necessity. It 
exists only through some form of government. In a country like 
ours the governing power rests in the people. They are bigger 
than all statutes and constitutions, for these they may change at 
will. They formulate and adopt constitutions in order that they 
may restrict themselves. This is true both in state and federal 
forms of government. Unless the people have protected prop- 
erty by constitutional provisions, either state or federal, or both, 
the legislatures of the various states in the union would have 
perfect freedom to enact laws for the taxation of property and of 
legal priveleges which would confiscate that property to the state. 

In enacting an inheritance tax law for North Dakota, the 
legislature is unrestrained except by the federal and state consti- 
tutions. In Article Five of the Federal Constitution we find a 
restriction on Congress which provides that no persoli shall 
be deprived of life, liberty or property without due process of 
law. In the Fourteenth amendment we find a restriction upon 
the power of states: *'Nor shall any state deprive any person 
fo rlife, liberty or property without due process of law nor deny 
to any person within its jurisdiction the equal protection of the 
laws." The latter is the only limitation on the power of 
a state to enact a law for the taxation of inheritances. The Con- 
stitution of North Dakota merely provides that: *'Laws shall be 
passed taxing by uniform rule all property." This is a constitu- 
tional provision applicable to all laws that are passed for the 
taxation of property and has no application to laws which are 
designed to tax privileges of various forms. The inheritance tax 
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law is a tax upon the privelege of inheriting property from an 
ancestor or of taking according to the laws of descent or by op- 
eration of a will, and is not, in a legal sense, a tax on property. 
, Therefore the only constitutional restrictions upon the right of 
the legislature to pass an inheritance tax law are that they shall 
not take property without due process of law nor deprive any 
person of the equal protection of the laws. That the inheritance 
tax law which is herewith presented for the consideration of the 
legislature meets these legal constitutional requirements will ap- 
pear from the decisions which are hereinafter quoted. 

Thus, to sum up: Nobody has the absolute right to inherit 
the property of his relatives nor to take by devise. Such right 
exists only by virtue of statute. Except for such constitutional 
provision it would be as lawful for the legislature to prescribe 
that half or all of the property of a descendant should -pass to 
the state as for it to provide that relatives shall take in accor- 
dance with the laws of succession or that both relatives and stran- 
gers in blood shall take by law. By reason of the fact that it has 
so long been the law of civilization that property is inherited 
by the relatives of one who is deceased, such law, in all probabil- 
ity, will never be changed. But such custom, enacted into posi- 
tive law, has not prevented the enactment of laws providing 
that in the passage of property from one person to another under 
the laws of succession or by will, it shall pass subject to conditions 
in favor of the state. The power which makes such transfer pos- 
sible may impose conditions upon it. Such conditions may be 
the withholding on the part -of the sovereign of a part of such prop- 
erty for its own use, and when this is done it is done by means 
of a tax taxing the privilege of passing property on. In passing 
such laws we must avoi(i the federal danger signals designated 
as due process of law and equal protection of the laws. 

Such a tax as above desgribed is called an inheritance tax. If 
it is small it is a revenue measure ; if large, it is enacted in an at- 
tempt to break up swollen fortunes. We are firmly of the opin- 
ion, then, that an inheritance tax is perfectly legitimate and that 
it is^ effective as a revenue measure and easy to administer, and 
further; that it should not be a retributive measure but levied 
only for the purpose of raising revenue. 



NORTH DAKOTA'S PRESENT LAW AND A 

PROPOSED LAW. 

Our present inheritance tax law is a failure as a revenue 
measure. It was passed in 1903 and provides that there shall be 
an exemption of twenty-five thousand dollars from the tax. Di- 
rect heirs are exempt absolutely and two per cent is levied on the 
property passing to collateral heirs and strangers in blood above 
the said exemption. Since its enactment the total revenue de- 
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rived by the state has been but $1,881.04. The state needs new 
legislation on this subject. 

In the twelfth legislative assembly a law was passed pro- 
viding for the creation of a probate code commission. The com- 
mission which was appointed in pursuance of the provisions of 
this law consists of the following members : Judge A. G. Hanson, 
of Fargo, Chas. S. Ego, of Lisbon, and George E. Wallace, of 
Wahpeton. 

Among the things considered by the probate code commis- 
sion were the inheritance tax provisions of the existing Probate 
Code and the desirability of changing the law. The law presented 
herewith is the law proposed by the Probate Code Commission 

The principal changes in the inheritance tax legislation will 
appear upon examination of the following table t)f rates. (See 
recommendations on page 158 of this report.) 

VIEWS OF COMMISSIONER BIRDZELL. 

Since the Tax Commission adds its endorsement (of the 
^'Proposed Inheritance Tax Law," to that of the Probate Code 
Commission, I desire to add a word with reference to the rates 
provided for. The rates in the proposed law are higher than 
those of any state in the union — the lowest rate being 2 per cent 
for transfers to lineals progressing to 6 per cent and the highest 
for strangers and collaterals being 10 per cent progressing to 
30 per cent. Our revenue necessities, in my opinion, do not 
drive us to this extreme, and we are confronted by no social 
condition justifying a measure that comes dangerous-ly near the 
retributive point. 

The exemptions are also low, but this is not particularly 
objectionable, except as it adds to the undesifability of the high 
rates. In my opinion the rates imperil the constitutional validity 
of the law. It might also be well to consider the effect these 
rates will have .upon the residence of persons of means who have 
reached the age of retirement. 

L. E. BIRDZELL. 
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PROPOSED LAW. 
INHERITANCE TAX. 

Section 1. Tax Transfers; Exceptions. A tax shall be and 
is hereby imposed upon the transfer of any tangible property 
within the state, and of intangible property, or any interest 
therein, or income therefrom, in trust or otherwise, to any per- 
son, association, or corporation, except county, town or municipal 
corporations, or corporations within the state, organized under 
its laws solely for religious, charitable, or educational purposes, 
which shall use the property so transferred exclusively for the 
purposes of their organization within the state, in the following 
cases: 

1. When the transfer is by will or by the intestate laws of 
the state, of any intangible property or of tangible property 
within the state, from any person dying possessed of the property 
while a resident of the state. 

2. When a transfer is by will or intestate law, of tangible 
property within the state or within its jurisdiction and the 
decedent was a non-resident of the state at the time of his death. 

3. When the transfer is of intangible property, or of tangible 
property within this state, made by a resident, or of tangible 
property within this state, made by a non-resident by deed, 
grant, bargain, sale or gift made in contemplation of the death 
of the grantor, vendor or donor, or intended to take effect in 
possession or enjoyment at or after such death. 

4. Such tax shall be imposed when any such person or cor- 
poration becomes beneficially entitled, in possession or expectancy, 
to any property or the income thereof, by any such transfer 
whether made before or after the passage of this act; provided, 
that the property or estates which have vested in such persons or 
corporations before this act takes effect, shall not be subject to 
the tax; and provided further, that contingent interests created 
by the will of any person who died prior to the passage of this 
act shall not be taxed. 

5. Whenever any person or corporation shall exercise a power 
of appointment derived from any disposition of property made 
either before or after the passage of this act, such appointment 
when made shall be deemed a transfer taxable under the pro- 
visions of this act in the same manner as though the property to 
which such appointment relates belonged absolutely to the donee 
by will ; and whenever any person or corporation possessing such 
a power of appointment so derived, shall omit or fail to exercise 
the same within the time provided therefor, in whole or in part, 
a transfer taxable under the provisions of this act shall be deemed 
to take place to the extent of such omission or failure, in the 
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same manner as though the persons or corporations thereby be- 
coming entitled to the possession or enjoyment of the property 
to which such power related, had succeeded thereto by a will of 
the donee of the power failing to exercise such power, taking ef- 
fect at the time of such omission or failure. . 

6. The tax so imposed shall be upon the clear market value 
of such property at the rates hereinafter prescribed and only upon 
the excess of the exemptions hereinafter granted. 

Section 2. Primary Rates, Where Not in Excess of $25,000. 
When the property or any beneficial interest therein passes by 
any such transfer where the amount of the property shall exceed 
in value the exemption hereinafter specified, and shall not ex- 
ceed in value twenty-five thousand dollars, the tax hereby im- 
posed shall be as follows: 

1. Where the person or persons entitled to any beneficial in- 
terest in such property shall be the husband, wife, lineal issue, 
lineal ancestor of the decedent or any child adopted as such in 
conformity with law, or any child to whom such decedent for not 
less than ten years prior to such transfer stood in the mutually 
acknowledged relation of a parent, provided, liowever, such rela- 
tionship began at or before the child's fifteenth birthday, and was 
continuous for said ten years thereafter, or any lineal issue of 
such adopted or mutually acknowledged child, at the rate of two 

per centum of the clear value of such interest in such property. 

• 

2. Where the person or persons entitled to any beneficial in- 
terest in such property shall be the brother or sister or a descen- 
dant of a brother or sister of the decedent, a wife or widow of a 
son, or the husband of a daughter of the decedent, at the rate of 
three per centum of the clear value of such interest in such prop- 
erty. 

3. Where the person or persons entitled to any beneficial in- 
terest in such property shall be the brother or sister of the father 
or mother or a descendant of a brother or sister of the father 
or mother of the decedent, at the rate of six per centum of the 
clear value of such interest in such property. 

4. Where the person or persons entitled to any beneficial in- 
terest in such property shall be the brother or sister of the grand- 
father or grandmother or a descendant of the brother or sister 
of the grandfather or grandmother of the decedent, at the rate 
of eight per centum of the clear value of such interest in such 
property. 

5. Where the person or persons entitled to any beneficial in- 
terest in such property shall be in any other degree of col- 
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lateral consanguinity than is hereinbefore stated, or shaU be a 
stranger in blood to the decedent, or shall be a body politic or 
corporate, at the rate of ten per centum of the clear value of such 
interest in such property. 

Section 3. Rates in Excess of $25,000. The foregoing rates 
in section two are for convenience termed the primary rates. 
When the amount of the clear value of such property or interest 
exceeds twenty-five thousand dollars, the rates of tax upon such 
excess shall be as follows : 

1. Upon all in excess of twenty-five thousand dollars and 
up to fifty thousand dollars, one and one-half the primary rates. 

2. Upon all in excess of fifty thousand dollars and up to one 
hundred thousand dollars, two times the primary rates. 

3. Upon all in excess of one hundred thousand dollars and 
up to five hundred thousand dollars, two and one-half times the 
primary rates. 

4. Upon all in excess of five hundred thousand dollars, three 
times the primary rates. 

Section 4. Exemptions; From First $25,000. The following 
exemptions from the tax, to be taken out of the first twenty-five 
thousand dollars, are hereby allowed: 

1. Property of the clear value of five thousand dollars trans- 
ferred to the husband or wife of the decedent, and one thousand 
dollars transferred to each of the other persons described in the 
first subdivision of Section -2, shall be exempt. 

2. Property of the clear value of two hundred and fifty dol- 
lars transferred to each of the persons described in the second sub- 
division of Section 2, shall be exempt. 

3. Property of the clear value of one hundred and twenty- 
five dollars transferred to each of the persons described in the 
third subdivision of Section 2, ^hall be exempt. 

4. Property of the clear value of seventy-five dollars trans- 
ferred to each of the persons described in the fourth subdivision 
of Section 2, shall be exempt. 

5. Property of the clear value of fifty dollars transferred to 
each of the persons and corporations described in the fifth sub- 
division of Section 2, shall be exempt. 

Section 5. Tax a Perpetual Lien. Every such tax shall be 
and remain a lien upon the property transferred until paid and 
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the person to whom the property is transferred and the admin- 
istrators, executors, and trustees of every estate so transferred, 
shall be personally liable for such tax until payment. 

Section 6. County Treasurer Makes Duplicate Receipts. The 
tax shall be paid to the treasurer of the county in which the coun- 
ty court is situated having jurisdiction as herein provided; and 
said treasurer shall make duplicate receipts of such payment, 
one of which he shall immediately send to the state treasurer, 
whose duty it shall be to charge the county treasurer so re'^^eiv- 
ing the tax with the amount thereof, and the other receipt .^jhall be 
delivered to the executor, administrator, or trustee, whereupon it 
shall be a proper voucher in the settlement of his accounts. 

Section 7. No Final Accounting Without Receipt. But no ex- 
ecutor, administrator, or trustee shall be entitled to a final ac- 
counting of an estate, in settlement of which a tax is due under 
the provisions of this act, unless he shall produce such receipt, 
or a certified copy thereof, or unless a bond shall have been filed 
as prescribed by Section 13. 

Section 8. Tax Due at Time of Transfer. AH taxes imposed 
by this act shall be due and payable at the time of the transfer, 
except as hereinafter provided. Taxes upon the transfer of any 
estate, property or interest therein, limited, conditioned, depen- 
dent, or determinable upon the happening of any contingency or 
future event, by reason of which the fair market value thereof 
cannot be ascertained at the time of transfer as herein provided, 
shall accrue and become due and payable when the beneficiary 
shall come into actual possession or enjoyment thereof. 

Section 9. Discount or Penalty, When. If su'ch tax is paid 
within one year from the accruing thereof, a discount of five per 
centum shall be allowed and deducted therefrom. If such tax is 
not paid within eighteen months from the accruing thereof, in- 
terest shall be charged and collected thereon at the rate of ten 
per centum per annum from the time the tax accrued; unless by 
reason of claims made upon the estate, necessary litigation or 
other unavoidable cause of delay, such tax shall not be determined 
and paid as herein provided, in which case interest at the rate 
of six percentum per annum shall be charged upon such tax from 
the accrual thereof until the cause of such delay is removed, 
after which, ten per centum shall be charged. In all cases when 
a bond shall be given under the provisions of Section 13, interest 
shall be charged at the rate of six per centum from the accrual 
of the tax, until the date of payment thereof. 

Section 10. When Legacy Not in Money. Every executor, 
administrator, or trustee shall have power to sell so much of the 
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property of the decedent as will enable him to pay such tax in 
the same manner as he might be entitled to do for the payment 
of the debts of the testator or intestate. Any such administrator, 
executor, or trustee having in charge or in trust any legacy or 
property for distribution subject to such tax, shall deduct the 
tax therefrom, and within thirty days thereafter shall pay over 
the same to the county treasurer, as herein provided. If such 
legacy or property be not in money, he shall collect the tax there- 
on upon the appraised value thereof, from the person entitled 
thereto. He shall not deliver or be compelled to deliver any 
specific legacy or property subject to tax thereon. If any such 
person until he shall have collected the tax thereon. If any such 
legacy shall be charged upon or payable out of real property, the. 
heir or devisee shall deduct such tax therefrom and pay it to 
the administrator, executor, or trustee, and the tax shall remain 
a lien or charge upon such real property until paid, and the pay- 
ment thereof shall be enforced by the executor, administrator, 
or trustee, in the same manner that payment of the legacy might 
be enforced or payment may be enforced by the state's attorney 
under sections 34 and 35. If any such legacy shall be given in 
money to any such person for a limited period, the administrator, 
executor, or trustee, shall retain the tax upon the wnole amount, 
but if it be not in money, he shall make application to the court 
having jurisdiction of an accounting by him, to make an appor- 
tionment if the case requires it, of the sum to be paid into the 
hands of such legatees, and for such further order relative there- 
to .as the case may require. 

Section 11. Tax Eefunded When. If any debt shall be 
proved against the estate of the decedent after the payment of 
any legacy or 'distributive share thereof, from which any such 
tax has been deducted, or upon which it has been paid by the 
person entitled to such legacy or distributive share and such per- 
son is required by the order of the county court having jurisdic- 
tion thereof, on notice to the state treasurer, to refund the amount 
of such debts or any part thereof, an equitable proportion of 
the tax shall be repaid to such person by the executor, adminis- 
trator, trustee, or officer to whom said tax has been paid. 

Section 32. Now Refund on Tax Made. When any amount 
of said tax shall have been paid erroneously into the state 
treasury, it shall be lawful for the state treasurer, upon receiv- 
ing transcript from the county court record showing the facts, to 
refund the amount of such erroneous or illegal payment to the 
executor, administrator, trustee, person or persons who have 
paid any such tax in error, from the treasury; or the said state 
treasurer may order, direct and allow the treasurer of any coun- 
ty to refund the amount of any illegal or erroneous payment of 
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such tax, out of the fuuds in his liauds or custody to the credit 
of such taxes, and credit him with tlio same in his account ren- 
dered to the state treasurer under this act. Prodded, however, 
that all applications for such refunding of erroneous taxes shall 
be made within one year from the payment thereof, or within one 
year after the reversal or modification of the order fixing such tax. 

Section 13. Bond for Payment of Tax, When. Any hene- 
ficiary of any property chargeahle with a tax under this act, and 
any executors, administrators and trustees thereof, may elect 
within eighteen months from the date of the transfer thereof as 
herein provided, not to pay such tax until the person or persons 
beneficially interested therein shall come into actual possession 
or enjoyment thereof. The person or persons so electing shall 
give a bond to the state in a penal sum of three times the amount 
of any such tax, with such sureties as the county court of the 
proper county may approve, conditioned for the payment of such 
tax and interest thereon, at such time or period as the person * 
or persons beneficially interested therein may come into the actual 
possession or enjoyment of such property, which bonds shall be 
filed in the county court. Such bond must be executed and filed 
and a full return of such property made upon oath to the county 
court within one year from the date of such transfer thereof as 
herein provided, and such bond must be renewed every five years. 

Section 14. Eequests to Executors for Services. If a testa- 
tor bequeaths property to one or more executors or trustees in 
lieu of their commissions or allow^ances, or makes them his legatees 
to an amount exceeding the commissions or allowances prescribed 
by law for an executor or trustee, the excess in value of the 
property so bequeathed, above the amount of commissions or 
allowances prescribed by law in similar cases, shall be taxable un- 
der this act. 

Section 15. Jurisdiction: Ancillary Letters. The county 
court of every county of the state having jurisdiction to grant 
letters testamentary or of administration upon the estate of a 
decedent whose property is chargeable with any tax under the 
inheritance tax laws, or to give ancillary letters thereon, shall 
have jurisdiction to hear and determine all questions arising un- 
der the provisions of the inheritance tax laws, and to do any act 
in relation thereto authorized ])y law to be done by a county 
court in other matters or proceedings coming within its jurisdic- 
tion; and if two or more county courts shall be entitled to ever4 
cise any such jurisdiction, the county court first acquiring juris- 
diction hereunder shall retain the same to the exclusion of every 
other county court. 
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Section 16. Special Appraiser May be Appointed. The coun- 
ty court upon the application of any interested party, including 
the tax commission and public administrator or upon its own mo- 
tion, shall as often as and whenever occasion may require, ap- 
point a competent person as special appraiser to fix the fair mar- 
ket value at the time of the transfer of the property of the per- 
sons whose estates shall be subject to the payment of any tax 
imposed by this act. 

Section 17. IIow Appraised: Annuities, How Computed. 
Whenever a transfer of property is made upon which there is, 
or in any contingency there may be, a tax imposed, such prop- 
erty shall be appraised at its clear market value immediately up- 
on the transfer or as soon thereafter as practicable. The value of 
such future or limited estate, income, interest or annuity depen- 
dent upon any life or lives in being, shall be determined by the 
rule, method, and standard of mortality and value employed by 
the commissioner of insurance in ascertaining the value of liabil- 
ities of life insurance companies, except that the rate of interest 
for making computation shall be five per centum per annum. 

Section 18. Contingent Incumbrances. In estimating the 
value of any estate or interest in property to the beneficial en- 
joyment of possession whereof there are persons or corporations 
presently entitled thereto, no allowance shall be made in respect 
of any contingent incumbrance thereon, not in respect of any con- 
tingency upon the happening of which the estate or property or 
some part thereof, or interest therein, might be abridged, de- 
feated, or diminished; provided, however, that in the event of 
such incumbrance taking effect as an actual' burden upon the in- 
terest of the beneficiary or in the event of the abridgment, de- 
feat or diminution of such estate or property or interest therein 
as aforesaid, a return shall be made to the persons properly en- 
titled thereto of a proportionate amount of such tax in respect of 
the amount or value of the incumbrance when taking effect or so 
much as will reduce the same to the amount which would have 
been assessed in respect of the actual duration or extent of the 
estate or interest enjoyed. Such return of tax shall be made in 
the manner provided in Sections 11 and 12. 

Section 19. Tax When Subject to Charge Determinable By 
Death. When any property shall after the passage of this act be 
transferred to any charge, estate or interest determinable by the 
death of any person or at any period ascertainable only by re- 
ference to death, the increase of benefit accruing to any person 
or corporation upon the extinction or determination of such 
charge, estate or interest shall be deemed a transfer of property 
taxable under the provisions of this act in the same manner as 
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though the person or corporation beneficially entitled thereto 
had then acquired such increase of behefit from the person from 
^w^hom the title to their respective estates or interests is derived. 

Section 20. Contingent Trusts Taxed Primarily * at Lowest 
Rate. When property is 'transferred in trust or otherwise, and 
the rights, interests or estates of the transferees are dependent 
upon contingencies or conditions whereby they may be wholly or 
in part created, defeated, extended, or abridged, a tax shall be 
imposed upon such transfer at the lowest rate which on the hap- 
pening of any of said contingencies or conditions would be pos- 
sible under the provisions of this act, and such rax so imposed 
shall be due and payable forthwith out of the property trans- 
ferred ;' provided, however, that on the happening of any contin- 
gency or condition whereby the said property or any part there- 
of is transferred to a person or corporation, which under, the pro- 
visions of this act is required to pay a tax at a higher rate than 
the tax imposed then such transferee shall pay the difference be- 
tween the tax imposed and the tax at the higher rate, and the 
amount of such increased tax shall be enforced and collected as 
provided in this act. 

Section 21. Contingent or Defeasible Estates in Expectancy. 
Estates in expectancy which are contingent or defeasible and 
in which proceedings for determination of the tax have not been 
taken or where the taxation thereof has been held in abeyance 
shall be appraised at their full undiminished clear value when 
the persons entitled thereto shall come into the beneficial enjoy- 
ment or possession thereof without diminution for or on account 
of any valuation theretofore made of the particular estates for 
purposes of taxation upon which said estates in expectancy may 
have been limited. Where an estate for life or for years can be 
divested by the act or omission of the legatee or devisee, it shall 
be taxed as if there were no possibility of such divesting. 

Section 22. Notice by and Duty of Special Appraisers ; Com- 
pensation. Every such appraiser shall forthwith give notice by 
mail to all persons known to have a claim or interest in the prop- 
erty to be appraised, and to such persons as the county court may 
by order direct, of the time and place when he will appraise such 
property. He shall, at such time and place, appraise the same at 
its fair market value, as herein prescribed, and for that purpose 
the said appraiser is authorized to issue subpoenas and to com- 
pel the attendance of witnesses before him and to take the evi- 
dence of such witnesses under oath concerning such property and 
the value thereof; and he shall make report thereof and of such 
value in writing, to the said county court, together with the 
deposition of the witnesses examined, and such other facts in 
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relation thereto and to the said matter as the said county court 
may order or require. Every appraiser shall be paid on the cer- 
tificate of the county court at the rate of three dollars per day 
for every day actually and necessarily employed in such appraisal, 
and his actual and necessary traveling expenses and the fees paid 
such witnesses, which fees shall be the same as those now paid 
to witnesses subpoenaed to attend in courts of record, by the 
county treasurer out of the funds he may have in his hands on ac- 
count of any tax imposed under the provisions of this act. 

Section 23. Report of Special Appraiser; Notice For Hear- 
ing. The report of the special appraiser shall be made in dupli- 
cate, one of these duplicates shall be filed in the offi^jc of the coun- 
ty court and the other in the office of the tax commission. Upon 
filing such report, the county court shall forthwith give ten days' 
notice by mail to all persons known to be interested in the estates, 
including the tax commission, of the time and place for the hear- 
ing in the matter of such report and other proofs relating to any 
such estate, shall forthwith at the time so fixed, determine the 
cash value of such estate and the amount of tax to ^hich the 
same is liable. 

Section 24. Hearing Without Appointing Speeial Appraiser. 
The county court, without appointing such appraiser, upon giv- 
ing ten days notice by mail to the tax commission and all persons 
known to be interested in the estate, may at the time and place 
fixed in the notice hear evidence and determine the cash value 
of such estate and the amount of tax to which the same is liable. 
If the residence or postoffice address of any person interested in 
the estate is unknown to the executor, administrator, or trustee, 
notice of the hearing in the matter of the report of the appraiser 
or notice that the county court, without appointing such appraiser, 
would determine the cash value of an estate, shall be given to 
all such persons by publication of such notice not less than three 
successive weeks prior to the time fixed for such hearing or de- 
termination in such newspaper published within the county as 
the court shall direct. 

Section 25. Additional Appraiser, When. If the county 
court without appointing such special appraiser decides to hear 
evidence as to the cash value of the estate for inheritance tax 
purposes, the court may, at the time of the appointment of the 
regular appraisers of the estate, on its own motion, designate an 
additional appraiser to represent the county and state, and such 
additional appraiser shall report the inventory and appraisal of 
said property with the other appraisers; or, in case of failure to 
agree, in a separate report, and shall be entitled to compensation 
of three dollars per day for each day necessarily employed in 
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such appraisal and his mileage, which fees shall be paid on the cer- 
tificate of the county judge by the county treasurer out of any 
of the state's inheritance tax funds he may have in his possession. 

Section 26. Commissioner of Insurance to Value Future Es- 
tates. The commissioner of insurance shall on application of any 
county court determine the value of any such future or contingent 
estate, income, or interests therein, limited, contingent, depen- 
dent, or determinable upon the life or lives of the person or per- 
sons in being upon the facts contained in such special appraisers' 
report or upon the facts contained in the county court's finding 
and determination and certify the same to the county court, and 
his certificate shall be presumptive evidence that the method of 
computation adopted therein is correct. 

Section 27. Order Determining Tax ; Form and Notice. Upon 
the determination by the county court as to the value of any es- 
tate which is taxable under the inheritance tax laws and the tax 
to which it is liable, notice shall be given to all persons known to 
be interested, including the county treasurer and tax commission 
mailing to each a copy of the order of determination. Such order 
shall include a statement of (1) the date of the death of the dece- 
dent, *(2) the net value of the real and personal property to be 
transferred, (3) the nrfme and relationship of the persons en- 
titled to receive the same, (4) the total amount of tax to be paid, 
and (5) a statement as to penalty for delay, if any, a^nd shall be 
substantially in the form to be prescribed and furnished the coun- 
ty court by the tax commission. And no final judgment shall be 
entered in such estates until due proof is filed with the court 
showing that a copy of such order has been mailed to the county 
treasurer and tax commission. 

Section 28. E,e-hearing Upon the Record. The tax cotumis- 
sion or any person dissatisfied with the appraisement or assess- 
ment and determination of such tax, may apply for a re-hearihg 
thereof before the county court within thirty days after the fix- 
ing, assessing and determination of the tax by the county court as 
herein provided on filing a written notice which shall state the 
grounds of the application for a re-hearing. The rehearing shall 
be upon the records, proceedings, and proofs had and taken on 
the hearings as herein provided and a new trial shall not be had 
or granted unless specially ordered by the county court. Upon 
an appeal from an determining such tax a trial de novo shall be 
had in the district court. 

Section 29. When Tax is Unpaid, Duti^ of Officers. If the 
treasurer of any county shall have reason to believe that any tax 
is due and unpaid under this act after the refual or neglect of any 
person liable therefor to pay the same, he shall notify the state's 
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attorney of the county, in writing, of such failure or neglect and 
such state's attorney, if he have probable cause to believe that 
such tax is due and unpaid, shall apply to the county court for 
a citation, citing the person liable to pay such tax to appear be- 
fore the court on the day specified therein, and show cause why 
the tax should not be paid. 

Section 30. County Court May Issue Citation. The judge of 
the county court upon such application and whenever it shall ap- 
pear to him that any such tax, accruing under this act, has not 
been paid as required by law shall issue such citation and the ser- 
vice of such citatio nand the time, manner and proof thereof and 
the hearing and determination thereof shall conform as nearly as 
may be to the provisions of the laws governing probate practice 
of this state, and whenever it shall appear that any such tax is 
due and payable and the payment thereof cannot be enforced 
under the provisions of this act in said county court, the person 
or corporation from whom the same is due is hereby made liable 
to the county of the county court having jurisdiction over such 
estate or property for the amount of such tax, and it shall be the 
duty of the state's attorney of said county, in the name of such 
county, to sue for and enforce the collection of such tax, and it 
is made the duty of said. state's attorney to appear for and act 
on behalf of any county treasurer, executor, administrator, or 
trustee, in any action for the collection of such tax. 

Section 31. Public Administrator May Administer, When. 
Where no application for administration on the estate of any de- 
ceased person is made within sixty days after the demise of such 
person, and if such estate appears to come under the provisions 
of the inheritance tax laws, the public administrator of the proper 
county shall make application for and shall be entitled to 
such general or special administration of such estate as may be 
necessary for the purpose of the adjustment and payment of the 
inheritance tax provided by law and shall for that purpose admin- 
ister the same as other estates are administered. 

Section 32. Where Transfers Are Made in Contemplation of 
Death. Where it appears that the estate of a deceased person 
subject to the inheritance tax laws was transferred in contem- 
plation of the death of the grantor without the adjustment and 
payment of the inheritance taxes and no application for adjust- 
ment is made within sixty days after the demise of such grantor, 
the public administrator of the proper county shall make applica- 
tion for and shall be entitled to such general or special adminis- 
tration as may be necessary for the purpose of the adjustment and 
payment of the inheritance taxes provided by law and shall ad- 
minister such estate the same as other estates are administered as 
though such estates had not been transferred by the grantor. 
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Section 33. Public Administrator to Appear ; Compensation ; 
Supervision of Tax (commission. It shall be the duty of the pub- 
lic administrator, under the general supervision of the tax com- 
mission and with the assistance of the state's attorney, when re- 
quired by the tax commission or county judge, to investigate the 
estates of deceased persons within his county and to appear for 
and act in behalf of the county and state in the county court in 
such estates as the court may in its discretion deem necessary, 
and for such services the public administrator shall be entitled 
to five per centum of the gross inheritance tax as determined in 
each such estate, to be paid by the county treasurer out of the 
inheritance tax funds upon an order of the county judge, provided 
that the minimum fee for each such estate shall not be less than 
five dollars and the maximum fee not more than twenty-five dol- 
lars. 

Section 34.* Tax Commission to Investigate Inheritance Tax 
Matters. It shall be the duty of the tax commission to investi- 
gate and cause to be investigated the administration of the inher- 
itance tax laws, and such particular estates to which the inher- 
itance tax laws apply, throughout the various counties of the state, 
and to tjause to be made and filed in its oflQIces reports of such in- 
vestigation together with specific information and facts as to 
particular estates that may seem to require special consideration 
and attention by the legal department of the state. 

Section 35. Tax Commission to Give Directions. It shall be 
the duty of the legal department of the state to- carry out and 
enforce the recommendations and directions of the tax commis- 
sion in all matters pertaining to the conduct of inheritance tax 
affairs. 

Section 36. Eeports of County Treasurer ; Tax to be Paid to 
State. Each county treasurer shall make a report under oath to 
the state treasurer at the same time and in the same manner as 
other taxes are reported, of all taxes received by him under the 
inheritance tax laws, stating for what estates and by whom and 
when paid. The form of such report may be prescribed by the 
state treasurer. He shall at the same time pay the state treasurer 
all taxes received by him under the inheritance tax laws and not 
previously paid into the state treasury, and for all such taxes col- 
lected by him and not paid into the state treasury within five days 
from the times herein required, he shall pay interest at the rate 
of ten per centum per annum. 

Section 37. Composition of Tax in Expectant Estates. The 
public administrator with the consent of the tax commission ex- 
pressed in writing is authorized to enter into an agreement with 
the executor, admimstrator, or trustee of any esta+e therein sit- 
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uated, in which remainders or expectant estates have been of 
such a nature or so disposed and circumstanced that the taxes 
therein were held or presently payable where the interests of the 
legatees or devisees are not ascertainable under the provisions 
of this act, and to compound such taxes upon such terms as may 
be deemed equitable and expedient and to grant discharges to 
said executors, administrators, or trustees upon the payment of 
the taxes provided for in such composition; provided, how- 
ever, that no such composition shall be conclusive in favor of said 
executors, administrators, or trustees as against the interests of 
said cestui que trust as may possess either present rights of enjoy- 
ment or fixed, absolute, or indefeasible rights of future enjoyment, 
or of such as would possess such rights in the event of the imme- 
diate termination of particular estates, unless they consent there- 
to either personally when competent or by guardian. Composition 
or settlement made or effected under the provisions of this sec- 
tion shall be executed in triplicate and one copy shall be filed 
in the oflSce of the state treasurer; one copy in the oflice of the 
judge of the county court of the county in which the tax was 
paid; and one copy to be delivered to the executors, administra- 
tors, or trustees, who shall be parties thereto. 

Section 38. Transfer Receipts May Be Recoveded. Any per- 
son shall upon the payment of the sum of fifty cents, be entitled 
to a receipt from the county treasurer of any county, or at his 
option to a copy of a receipt that may have been given by such 
county treasurer for the payment of any tax under this act, under 
the official seal of such county treasurer, which receipt shall 
designate upon whose estate such tax shall have been paid, by 
whom, and whether in full of such tax. Such receipt may be 
recorded in the miscellaneous records in the office of the regis- 
ter of deeds of the county in which any real estate belonging 
to such estate is situate, 

* 

Section 39. Tax How Applied : Deductions. All taxes levied 
and collected under this act, less any expenses of collection, and 
the deduction authorized under this act, shall be paid into the 
treasury of the state for the use of the state, and shall be ap- 
plicable to the expenses of the state government and to such 
other purposes as the legislature may by law direct. 

Section 40. Terms Defined. The words ^estate" and ** prop- 
erty *' as used in this article, shall be taken to mean the prop- 
erty or interest therein passing or transferred to individual or 
corporate legatees, devisees, heirs, next of kin, grantees, donees, 
or vendees, and not as the property or iJiterest therein of the de- 
cedent, grantor, donor, or vendor and sfiiall include all property 
or interest therein, whether situated withj(ji vc without this state. 
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The words ** tangible property '^ as used in this article shall be 
taken to mean corporeal property such as real Estate and goods, 
wares and merchandise, and shall not be taken to mean money, 
deposits in bank, shares of stock, bonds, notes, credits or evi- 
dences of an interest in property or evidences or debt. The 
words ''intangible property*' as used in this article shall be 
taken to mean incorporeal property, including money, deposits in 
bank, shares of stock, bonds, notes, credits, evidences of an inter- 
est in .property and evidences of debt. The word ''transfer," 
as used in this article, shall be taken to include the passing of 
of facts shall be submitted to said commissioner of insurance in 
property or any interest therein in the possession or enjoyment, 
present or future, by inheritance, descent, devise, bequest, grant, 
deed, bargain, sale or gift in the manner herein prescribed. The 
words "county treasurer" and "state's attorney," as used in this 
article, shall be taken to mean the treasurer or the state's attor- 
ney of the county of the court having jurisdiction. The words 
"the intestate laws of this state," as used in this article, shall be 
taken to refer to all transfers of property; or any beneficial in- 
terest therein, effected by the statute of descent and distribution 
and the transfer of any property or any beneficial interest there- 
in,, effected by operation of law upon the death of a person omit- 
ting to make a valid disposition thereof. 

Section 41. Computations of Life Estates, Annuities, Etc. 
The present value of every estate, annuity, or interest of bene- 
ficiaries for all purposes in every estate and in all courts, shall 
be computed in accordance with the American experience table 
of moi*tality and interest at the rate of five per cent per annum. 
The commissioner of insurance shall compute the present value of 
the estates or interests of several beneficiaries when the neces- 
sary statement of facts is submitted to him upon request or order 
of any court or judge having jurisdiction. The said statements 
such form as he may prescribe. Provided, however, that the 
American x^xperience table of mortality sliall be used. In all cases 
the sum of the present value of the several parts, estates, or in- 
terests of the several beneficiaries shall equal the liet of the entire 
estate. 

The commissioner of insuriuice shall cause to be printed au- 
thorized annuity tables based on the American experience table 
of mortality, at five per cent interest, together with instructions 
for their use in accordance with the foregoing provisions and shall 
furnish copies thereof to any judge making application therefor. 
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COURTS DlidSIONS ON THE CONSTITUTIONALITY 
OF INHERITANCE TAX LAWS. 

Federal Decisions on Federal Tax. 

The act of Congress of June 13th, 1898, contained provisions 
for the taxation of legacies and distributive shares of personal 
property, graduated both according to relationship and also as to 
amount. This law was attacked with respect to its progressive 
feature, not as being repugnant to the express limitation in the 
federal constitution, but as being arbitrary and confiscatory and 
therefore repugnant to fundamental principles of equity and 
justice. The supreme court of the United States in 1900 iil pass- 
ing upon this federal statute said in the case of Ejiowlton vs. 
Moore, 178U. S. 41: 

* ' The review which we have made exhibits the fact that taxes 
imposed with reference to the ability of the person upon whom 
theb urden is placed to bear the same have been levied from the 
foundation of the Government.. So, also, some authoritative 
thinkers and a number of economic writers contend that a pro- 
gressive tax is more just and equal than a proportional one. In 
the absence of constitutional limitation, the question whether it 
is or is not is legislative and not judicial. The grave consequences 
which it is asserted must arise in the future, if the right to levy 
a progressive tax be recognized, involves in its ultimate aspect 
the mere assertion that free and representative government is a 
failure, and that the grossest abuses of power are foreshadowed 
unless the courts usurp legislative function. If a case should ever 
arise where an arbitrary and confiscatory exaction is imposed 
bearing the guise of a progressive or any other form ol tax, it 
will be time enough to consider whether the judicial power can 
afford a remedy by applying inherent and fundamental principles 
for the protection of the individual, even though there be no ex- 
press authority in the Constitution to do so. That the law which 
we have construed affords no ground for the contention that the 
tax imposed is arbitrary and confiscatory is obvious. ' '- 

Federal Decisions on State Tax. 

A decision of the supreme federal court reported as U. S. vs. 
Perkins, 163 U. S., 625, is very interesting owing to the fact that 
the federal government was a beneficiary under the terms of a 
will, and such bequest came under the provisions of the New 
York inheritance tax law which imposed a t^x on the property 
devised to the United States. Could a state tax federal property? 
The court held the tax valid, stating that it was not a tax upou 
property, but upon its transmission. We cou'^d not do better 
than to quote the language of the court: 



^ 



( 



; 



^5" 



'. 



PUBLIC lioCUMENT NO. 12 145 

** While the laws of all civilized states recognize in every citi- 
zen the absolute right to his own earnings, and to the enjoyment 
of his own property, and the increase thereof, during his life, 
except so far as the State may require him to contribute his share 
for public expenses, the right to dispose of his property by will 
has always been considered purely a creature of statute and 
within legislative control. ****** Though the general consent 
of the most enlightened nations has, from the earliest historical 
period, recognized a natural right in children to inherit the prop- 
erty of their parents, we know of no legal principle to prevent the 
legislature from taking away or limiting the right of testamen- 
tary disposition or imposing such conditions upon its exercise 
as it may deem conducive to public good. In this view, the so- 
called inheritance tax of the State of New York is in reality a 
limitation upon the power of a testator to bequeath his property 
to whom he pleases; a declaration that,, in the exercise of that 
* power, he shall contribute a certain percentage to the public use ; 
in other words, that the right to dispose of his property by will 
shall remain, but subject to a condition that the state has a right 
to impose. Certainly, if it be true that the right of testamentary 
disposition is purely statutory, the state has a right to require a 
contribution to the public treasury before the bequest shall take 
effect. Thus the tax is not upon the property, in the ordinary 
sense of the term, but upon the right to dispose of it, and it is 
not until it has yielded its contribution to the State that it be- 
comes the property of the legatee. ****** That the tax is not 
a tax upon the property itself, but upon its transmission by will 
or by descent, is also held both in New York and in several 
other states." 

Thus we see that the federal courts rule that a state inher- 
itance tax is based upon two principles. First, that such a tax 
is not one on property, but one on the succession. Second, that 
the. right to take property by descent is the creature of the law, 
and not a natural right. It is a privilege and the authority which 
confers it, may impose conditions upon it. From these princi- 
ciples it is deduced that the states may tax the privilege, dis- 
criminate between relatives, and between these and strangers, 
and grant exemptions and are not precluded from this power by 
the provisions of the respective state constitutions requiring uni- 
formity of taxation. Magoun vs. Illinois Bank, 170 U. S., 283. 

. The state of Illinois passed an inheritance tax law exempting 
small estates giving preference based upon relationship and 
provided progressive rates. This law was attacked on the ground 
that the constitution of the United States prohibits a state deny- 
ing to any citizen equal protection of the laws. Such a question 
arising^ the supreme court of the United States naturally was 
called upon to finally settle the questions. We quote from the de- 
cision of the court to give its reasoning : 
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* ' The clause of the fourteenth amendment especially invoked 
in that which prohibits a state denying to any citizen the equal 
protection of the laws. What satisfies this equality has not been 
and probably never can be precisely defined. ****** it may 
be safely said that the rule prescribes no rigid equality and per- 
mits to the discretion and wisdom of the State a wide latitude as 
far as interference by this court is concerned. * * * The rule, 
therefore, is not a substitute for municipal laAn it only pre- 
scribes that that law have the attribute of equality of operation, 
and equality of operation does not mean indiscriminate operation 
ou persons merely as such, but on persons according to their re- 
lations. In some circumstances it may not tax A more than B, but 
if A be of a different trade or profession than B, it may. And in 
matters not of taxation, if A be a different kind of corporation 
than B, it may subject A to a different rule of responsibility to 
servants than B. ***** In other words the State may dis- 
tinguish, select, and classify objects of legislation, and neces- 
sarily this power must have a wide range of discretion. It is not 
without limitation, of course. ♦ * ♦ ♦ Two principles, therefore, 
must be reconciled in the. Illinois Inheritance law if it is to be 
sustained the equality of protection of the laws guaranteed by 
the fourteenth amendment, and the power of the State to classify 
persons and property. The latter principle needs further con- 
sideration. What test is there of the reasonableness of a class- 
ification — of one based upon ''some difference which bears a 
just and proper relation to the attempted classification — and is 
not- a mere arbitrary selection ? ' ' Legislation special in character 
is not forbidden by it, as we have seen. ***** There is there- 
fore no precise application of the rule of reasonableness of clas- 
sification, and the rule of equality permits many practical in- 
equalities. And necessarily so. In a classification for governmen- 
tal purposes there cannot be an exact exclusion or inclusion of 
persons and things. Bearing these considerations in mind we 
can solve the questions in controversy. There are three main 
classes in the Illinois statute, the first and second being based 
respectively, on lineal and collateral relationship to the testator 
or intestate, and the third being composed of strangers to his 
blood and distant relatives. The latter is again divided into four 
subclasses dependent upon the amoimt of the estate received. The 
first two classes, therefore, depend on substantial differences 
which may distinguish them from each other and them or either 
of them from the other class — differences, therefore, which ''bear 
a just and proper relation to the attempted classification." * * * * 
And if the constituents of each class are affected alike, the rule of 
equality prescribed by the cases is satisfied. In other wrds, 
the law operates "equally and uniformly upon all persons fn sim- 
ilar circumstances." ##*##* ^^^ ^ ^j^^ exemptions of the 
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statute render its operatiou unequal within the meaning of the 
fourteenth amendment. ******' 

' The provisions of the statute in regard to the tax on legacies 
to strangers to the blood of an intestate need further comment. 
* * * There are four classes created, and manifestly there is 
equality between the members of each class. Inequality is only 
found by comparing the members of one class with those of an- 
other. It is illustrated by appellant as follows : One who receives 
a legacy of $10,000 pays 3 per cent, or $300, thus receiving $9,- 
700 net; While one receiving a legacy of $10,001 pays 4 per cent 
on the whole amount, or $400.04, thus receiving $9,600.96, or $99.04 
less than the one whose legacy was actually one dollar less val- 
uable. ****.*!£ there is unsoundness it must be in the classifica- 
tion. The members of each class are treated alike — that is to 
say, all who inherit $10,000 are treated alike j all who inherit any 
other sum are treated alike. There is equality, therefore, within 
the classes. If there is inequality it must be because the members 
of a class are arbitrarily made such and burdened as such upon 
no distinctions justifying it. * * * * But neither case can be said 
to be contrary to the rule of equality of the fourteenth amend- 
ment. That rule does not require, as we have seeik, exact equality 
of taxation. It only requires that the law imposing it shall oper- 
rate on all alike under the same circumstances. The tax is not 
on money; it is on the right to inherit; and hence a condition of 
inheritance, and it may be graded according to the value of in- 
heritance. The condition is not arbitrary because it is deter- 
mined by that value; it is not unequal in operation because it 
does not levy the same percentage on every dollar; does not fail 
to treat ^*all alike under the circumstances and conditions, both 
in the privilege conferred and the liabilities imposed." Magoun 
vs. lUinois Bank, 170 U. S., 2S3 (1897)." 

This same law of Illinois imposes an inheritance tax on a 
life tenant. Is such a provision valid? Five years after the de- 
cision of the Magoun case the same court again passed on the 
inheritance tax law of Illinois. The classification of persons was 
attacked as unreasonable and arbitrary and that it denies the life 
tenant equal protection of the laws of Illinois. On this attack in 
the case of Billings vs. Illinois, 188 U. S., 97, the supreme court 
of the United States said : 

**The assignment of error is 'that the statute is in contraven- 
tion of the fourteenth amendment to the constitution of the 
United States of America, in that the classification of life tenants 
is arbitrary and unreasonable, and denies to the plaintiffs in error, 
as life tenants, the equal protection of the laws; because the 
statute, as interpreted and enforced by the State courts, taxes 
life estates where the remainder is to lineals, but does not tax, 
and expressly exempts, similar life estates where the remainder 



f4- 



^^ 



148 EEPOBT OF TAX COMMISSION 

is to collaterals or to strangers in blood/ ***** *if there had 
been a proper classification there could not have been the denial 
of the equal protection of the laws, and we, therefore, expressed 
{in Magoun vs. Illinois Bank) and illustrated the principle upon 
which it should be based. We said it was established by cases 
that classification must be based on some reasonable ground. It 
could not be a **mere arbitrary selection." But what is the test 
of an arbitrary selection? It is difficult to exhibit it precisely in 
a general rule. Classification is essentially the same in law as 
it iis in other departments of knowledge or practice. It is the 
grouping of things in speculation or practice, because they * agree 
with one another in certain particulars and differ from other 
things in those same particulars.' Things may have very diverse 
qualities and yet be united in a class. They may have very similar 
qualities and yet be cast in different classes. ***** Other il- 
lustrations may be taken from the cases, which tend to the same 
end. If the purpose is within the legal powers of the legislature, 
and the classification made has relation to that purpose (excludes 
no persons or objects that are affected by the purpose, includes 
all that are), logically speaking, it will be appropriate; legally 
speaking, a law based upon it will have equality of operation. 
***** Undoubtedly, life tenants regarded simply as persons, 
may be in legal contemplation the same ; estates for life regarded 
simply as estates with their attributes also in legal contemplation 
may be said to be the same, but that is not all that is to be con- 
sidered, nor is it determinative. We must regard the power of the 
State over testate and intestate dispositions of property ; its power 
to create and limit estates, and, as resulting, its power to im- 
pose conditions upon their transfer or devolution. It is upon this 
power that inheritance tax laws are based, and we said, in the 
Magoun case, that the power could be exercised by distinguishing 
between the lineal and collateral relatives of a testator. There 
the amount of tax depended upon him who immediately received : 
here the existence of the tax depends upon him who ultimately re- 
ceives. That can make no difference with the power of the state. 
No discrimination being exercised in the creation o^ the class, 
equality is observed. Crossing the lines of the classes there is 
equality.'' Billings vs. Illinois, 188 U. S., 97, (1902). 

The state of California has a very good inheritance tax law 
based upon an outline drafted by a committee of the International 
Tax Association in 1910. This law provides for certain exemp- 
tions in favor of certain strangers to the blood as the wife of 
decedent or a widow of the son or the husband of a daughter of 
decedent. I)oes the fourteenth amendment to the federal consti- 
tution compel -states in levying inheritance taxes to conform to 
blood relationship? This question was settled in 1905 in \he 
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United States supreme court iii the ease of Cami)bell vs. California, 
200 U. S., 87. In this case the court said : 

*^The contention is that the assailed law of California was 
repugnant to the fourteenth amendment, because it subjected to 
the burdens of an inheritance tax or charge, brothers and sisters 
of a decedent. and did not subject to any burden such strangers 
to the blood as the wife or widow of a son or the husband of a 
daughter of a decedent. We do not stop to refer in detail to the 
many forms of argument by which the contention is sought to be 
sustained; but content ourselves with stating that, whatever be 
the form in which the propositions relied on are advanced, they 
all reduce themselves to and must depend upon the soundness of 
the contention that the fourteenth amendment compels the State, 
in levying inheritance taxes, and, a fortiori, in regulating inheri- 
tances, to conform to blood relationship. That is to say, in their 
last analysis all the arguments depend upon the proposition that 
the fourteenth amendment has taken away from the States their 
power to regulate the passage of property by death or the bur- 
dens which may be imposed resulting therefrom, because that 
amendment confines the States absolutely, both as to the passage 
of such property and as to the burdens imposed thereon, to the 
rule of blood relationship. To state the proposition is to answer 
it. Its unsoundness is demonstrated by previous decisions of 
this court. (Magoun vs. Illinois Trust and Savings Bank, 170 
U. S,, 283; Orient Insurance Co., vs. Daggs, 172 U. S., 557, 562.) It 
is true that in the first of the cited cases it was expressly declared 
or impliedly recognized that in the exercise by the State of its un- 
doubted power to regulate the burdens which might be imposed 
on the passage of property by death, a case might be conceived 
of where a burden would be so arbitrary as to amount to a denial 
of the equal protection of the laws. But this suggestion did not 
imply that the effect of the fourteenth amendment was to control 
the States in the exercise of their plenary authority to regulate 
inheritance and to determine the persons or objects upon which 
an inheritance burden should be imposed. In this case there can 
be no doubt, if the right of a State be conceded to select the per- 
sons who may inherit or upon whom the burden resulting from 
an inheritance may be imposed, the complaint against the statute 
is entirely without merit. The whole case, therefore, must rest 
upon the assumption that because the State of California has not 
followed the rule of blood relationship, but as to particular classes 
has applied the rule of affinity by marriage, therefore the consti- 
tutional provision guaranteeing the equal protection of the laws 
was violated. But, unless the effect of the fourteenth amendment 
was inexorable to limit the States in enacting inheritance laws 
to the rule of blood relationship, such a regulation plainly in- 
volved the exercise of merely arbitrary power. To illustrate ; It 
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assuredly would not he au arbitrary exercise of power for a State 
to put in one class, for the purpose of inheritance or the burden- 
ing of the privilege to inherit, all blood relatives to a designated 
degree, excluding brothers and sisters, and to place all other and 
more remote blood relatives, including brothers and sisters, in a 
second class along with strangers to the blood. This being true, 
it cannot, without causing the equality clause of the fourteenth 
amendment to destroy the powers of the States on a subject of 
a purely local character, be held that a classification which 
takes near relatives by marriage and places them in a class with 
lineal relatives is so arbitrary as to transcend the limits of govern- 
mental power. If this were not true, State legislation preferring 
a wife in the distribution of the estate of her husband to a brother 
or sister of the husband would be void as repugnant to the four- 
teenth amendment. So also would be the provision in the Califor- 
nia statute we are considering, preferring an adopted child of a 
decedent to a brother or sister. With the motives of public policy 
which may induce a State to prefer near relatives by affinity 
to collateral relatives, we are not concerned, since the fourteenth 
amendment does not deprive a State of the power to regulate and 
burden the right to inherit, but at the most can unly be held to 
restrain such an exercise ot power as would exclude the concep- 
tion of judgment and discretion, and which would be so obviously 
arbitrary and unreasonable as to be beyond the pale of govern- 
mental authority.'' Campbell vs. California, 200 U. S., 87 (1905). 

State Decisions on State Taxes. 

As above stated, we find that the federal courts uphold a state 
inheritance tax law which provides for exemptions from the tax, 
which varies the rate according to relationship, and which pro- 
vides for a progressive increase in the rate according to the 
amount, when the same has been attacked as violating the rule 
of uniformity. As the rule of uniformity is the only one raised by 
the state constitutions it is thought advisable to treat of this sub- 
ject from the standpoint of state decisions. 

The legislature of New York passed an act in 1885 establish- 
ing an inheritance tax. It was immediately attacked as violating 
the rule of uniformity under the New York constitution. The 
court of last resort in that state upheld the law in the case of In re 
McPherson, 104, N. Y., 306. In writing the decision the court 
said : 

''We entertain no doubt that such a tax can be constitution- 
ally imposed. The power of the legislature over the subject of tax- 
ation, except as limited by constitutional restrictions, is unbound- 
ed. It is for that body, in the exercise of its discretion, to select 
the objects of taxation. It may impose all the taxes upon lands, or 
all upon personal property, or all upon houses or upon incomes. 
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It may raise revenue by capitation taxes, by special taxes upon 
carriages, horses, servants, dogs, franchises, and upon every spe- 
cies of property and upon all kinds of business and trades. (Peo- 
ple vs. Mayor of Brooklyn, 4 N. Y., 419; Stuart vs. Palmer, 74 
Id., 183 ; People vs. Equitable Trust Co.-, 96 Id., 387 ; Portland Bk. 
vs. Apthorp, 12 Mass., 252; Cooley on Taxation, 7). Taxes upon 
legacies and inheritances have been approved generally by writ- 
ers upon political economy and systems of taxation, and no tax 
can be less burdensome and interfere less with the productive and 
industrial agencies of society. Such taxes were imposed in Rome 
two thousand years ago, and are now imposed in England and 
several of the continental countries of Europe, and in the states 
of Pennsylvania, Maryland and Virginia, and perhaps other 
states of this country. ***** It is not very important to deter- 
mine in this case whether the act of 1885 is to be regarded as im- 
posing a tax upon property or upon the succession or devolution 
of property by will or intestacy. In either case it is a special tax. 
In one case it is a tax upon the particular class of property, and 
in the other case a tax upon the succession or devolution of prop- 
erty, or the right to receive property in the cases mentioned in 
the statute. "Whether it be one or the other it is free from consti- 
tutional objection. It has never been questioned that the legisla- 
ture can impose a tax upon all sales of property, upon all incomes, 
upon all acquisitions of property, upon all business and upon all 
transfers. Taxes of a similar character were quite extensively im- 
posed by the acts of Congress passed during the late civil war. If 
this be regarded as a tax upon property, then it is free from con- 
stitutional objection if it be equally imposed and properly appor- 
tioned upon all of the property of the class to which it belongs.'' 

Massachusetts passed such a law which provided for progres- 
sion as to exemptions, relationship and rates. The courts of that 
state sustained the law in its entirety as not violating the state 
constitution wherein it required uniformity. As the language of 
the court states our position quite clearly we will reproduce a 
portion of the decision : 

*^The tax imposed by the statute we are considering is said 
to be unequal, because it is not imposed upon all estates, and 
upon all heirs, devisees, legatees, and distributees. To make a 
distinction between collateral kindred or strangers in blood and 
kindred in the direct line in reference to the assessment of such 
a tax, either by exempting the kindred in the direct line or by 
imposing upon collaterals and strangers a higher rate of taxa- 
tion, has the sanction of nearly all states which have levied taxes 
of this kind. It has a sanction in reason, for the moral claim of 
collaterals and strangers is less than that of kindred in the direct 
line, and the privilege is therefore greater. The tax imposed by 
this statute is uniformly imposed upon all estates and all persons 
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within the description contained in it, and the tax is not plainly 
and grossly oppressive in amount.' 

'It is also contended that the tax is unreasonable on account 
of the exemption contained in the proviso of the first section of 
the statute, *'that no estate shall be subject to the provisions of 
this act, unless the value of the same, after the payment of all 
debts, shall exceed the sum. of ten thousand dollars." In all, or 
nearly all, systems of taxation there are some exemptions,; but 
the objection here is that estates whose value, after payment of all 
debts, shall not exceed ten thousand dollars are exempt, without 
regard to the value of the property received by the devisees, lega- 
tees, heirs, or distributees. It is argued that the excise, if upon 
the privilege of taking property by will or descent, should be the 
same whenever the privilege enjoyed is the same in kind and ex- 
tent, whatever may be the value of the estate, and that the exemp- 
tions should relate to the value of the property received by those 
who have the privilege of receiving it, and not to the value of the 
estate. But the right or privilege taxed can perhaps be regarded 
either as the right or privilege of the owner of property j;o trans- 
mit it on his death, by will or descent, to certain persons, or as 
the right or privilege of these persons to receive the property. 
The tax, too, has some of the characteristics of a duty on the ad- 
ministration of the estates of deceased persons. The cost of ad- 
ministering small estates is proportionately greater than that of 
administering large ones, and thi« of itself, particularly in in- 
testa'te estates, operates to diminish the amounts received very 
much as the tax would. The statutes of the different states and 
nations, which have levied taxes on devises, and inheritances have 
usually made exemptions, and these have sometimes related to 
the value of the estates, and sometimes to the value of the prop- 
erty received by the heirs, devisees, or - distributees. The ex- 
emption in the statute under consideration is certainly large as 
an exemption of estates, but it is peculiarly within the discretion 
of the legislature to determine what exemptions should be made 
in apportioning the burdens of taxation among those who can best 
bear them, and we are not satisfied that this exemption is so 
clearly unreasonable as to require us to decide the statute void. ' ' 
Minot vs. Winthrop, 162 Mass. 113. (1894). 

So, too, in Tennessee in the case of State vs. Alston, 94 Temi., 
674, the supreme court of that state held that under the state con- 
stitution the progressive features did not violate the rule of uni- 
formity, to-wit: 

''We conclude that the tax is not unconstitutional because it 
discriminates between direct descendants and collateral kindred 
and strangers.' 

'Again it is said the tax is unconstitutional because of the. 
$250 exemption, and it is properly said the exemption is not of 
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$250 out of all estates, but that estates under $250 in value are ex- 
empted from any tax. In other words, an estate worth $250 es- 
capes taxation; but one of $250 or over is subject to tax.' 

*It is peculiarly within the province of the legislature to de- 
clare what privileges shall be taxed, and what exemptions may 
be allowed, in order to make taxes bear most lightly upon those 
least able to' bear them, and the exemption of small estates is 
neither arbitrary, nor is it devoid of good reason, inasmuch as 
the expenses of administration are proportionately much greater 
in small than in iarge estates. In the various states, when such 
taxes are imposed, there is a similar exemption depending on the 
size or value of the estate. ' ' 

■ 

Later the inheritance tax law of the state of Illinois was 
passed upon by the supreme court of that state. It was attacked 
as violating the state constitutional provisions requiring uniform- 
ity in taxation. The court said: 

**A tax which affects the property within a specific class is 
uniform as to that class, and there is no provision of the Constitu- 
tion which precludes legislative action from assessing a tax on 
that particular class. By this act of the legislature six classes of 
property are created heretofore absolutely unknown. It is those 
classes of property depending upon the estate owned by one dying 
possessed thereof which the state may regulate as to its descent 
and the right to devise. The tax assessed on classes thus created 
is absolutely uniform on the classes upon which it operates, and, 
under the provisions of the statute, is to be determined by valua- 
tion, so that every person and corporation shall pay a tax in pro- 
portion to the value of his, her, or its property inherited ; and it 
is not inconsistent with the principles of taxation fixed by the 
constitution and is clearly within the sections of the Constitution 
quoted. No want of uniformity with one living who owns prop- 
erty can be urged as a reason why the statute makes an inconsis^ 
tent rule. No person inherits property or can take by devise, ex- 
cept by the statpte ; and the State having power to regulate this 
question, may create classes and provide for uniformity with 
reference to classes which were before unknown/' Kochersperger 
vs. Drake, 167 111., 122, (1897). 

Minnesota has been years getting such a law which would 
stand a constitutional test. Four enactments were declared un- 
constitutional, but the fifth effort proved valid. In passing on this 
last law the supreme court of that state said: 

** Authority to classify persons and property for the purpose 
of taxation is well settled. "When based upon s.ome reasonable and 
practical rule, founded on such substantial difference of situation 
or circumstances as to reasonably suggest the propriety of a dis- 
tinction, or based upon some rule of public policy, the courts sus- 
tain various forms of classifications. ****** Graduated or pro- 
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gressive taxation is intimately associated with that of classifica- 
tion, and perhaps amounts, substantially, to the same thing. 
The progressive rule is applied to the income tax, which in prin- 
ciple is identical with the inheritance tax, the only difference be- 
ing that the income tax is one upon the property, while the inheri- 
tance tax is upon the right of succession. It is applied in dif- 
ferent forms, not materially dissimilar to that fixed by the statute 
- under consideration, in all States and countries where the income 
or inheritance tax is in force, the amount of the income or inheri- 
tance being made the basis for a different rate of taxation. Thti 
rule applied in our Sister States and by the Federal court sus 
tains the statute under discussion, whether it be termed a class! 
'fied or a progressive tax. It is in a sense arbitrary, but not so 
unreasonable or unfair as to justify interference bv the courts.'' 
State vs. Bazdlle, 97 Minn., 11 (1905). ^ 

But the supreme court of South Dakota declared unconstitu- 
tional such a law as Minnesota now has and it is doubtful if the 
law in Minnesota would stand a constitutional test if properly 
attacked. 

• 

A special committee appointed by the International Tax As- 
sociation to draft a model inheritance tax law, in a report made to 
the association at its meeting in Milwaukee in 1910 recommended 
certain progressions as to relationship and amounts and provided 
for exemptions. Wisconsin had a similar law which had been 
uphefd by the supreme court of that state. Following is an ex- 
tract of the opinion of the Wisconsin court which explains the 
features of the law and the reasons for upholding it: 

' ^ The progressive feature of the act involves greater difficuHy. 
By this feature increased rates of taxation are imposed as the 
amount of the bequest increases. Thus, if one legatee receives 
$25,000 and another in the same degree of kinship receives $50,- 
000, while they will both pay the same rate on $25,000, the sec- 
ond legatee will pay a higher rate on his second $25,000. It is 
said that this is rank discrimination, that there is no difference 
in situation justifying a difference in classification, and that clas- 
sification of persons cannot be based on mere difference in ability 
to pay. If this question were an original one, it would seem ser- 
ious. It is somewhat persuasive to note that railroad license taxes 
have been levied upon the progressive plan, increasing as the 
earnings per mile increase since 1876 without question, and that 
street railroads and electric-lighting companies are now subject 
to a like progressive rate of taxation. This fact would not, of 
course, be conclusive. The question has, however, been met in 
other courts, and it has been held with substantial uniformity 
that the progressive feature does not violate the general guaran- 
ties of equality and equal protection of the laws contained in the 
various state constitutions and in the fourteenth amendment to 
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the Constitution of the United States. The decision of the Su- 
preme Court of the United States as to the force of the fourteenth 
amendment is necessarily conclusive, and as the g-eneral equality 
guaranties of our own Constitution are substantially the equiv- 
alent of the equal protection of the laws guaranteed by the four- 
I teenth amendment, we are content to follow the decisions of the 

j. United States Supreme Court, and hold that the progressive fea- 

1 ture does not violate the Constitution." Nunnemacher vs. State, 

i 129 Wis., 190, (1906.) 

The constitution of North Dakota provides that '*laws shall 
j be passed taxing by imiforra rule all property.'' This is the gen- 

I eral constitutional provision in the states of the union. The 

j decisions above discussed would apply to our own state when pass- 

i ing on the constitutionality of an inheritance tax law. 
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CHAPTER 14. 



RECOMMENDATIONS. 

In accordance with the suggestions contained in Chapter 5 of 
this report, relating to the classification of property, it is urged 
that the legislature pass the concurrent resolution, passed by 
the twelfth legislative assembly, amending Section 176 of the 
constitution in such manner as to permit classification of property 
for purposes of taxation and requiring uniformity within the class. 

For the reasons set forth on page 57 of this report we rec- 
ommend that the provisions of the,statute covering the assessment 
of bank stock, which authorizes the subtraction of five per cent of 
the loans and discounts from the surplus and reserve funds and 
undivided profits be stricken from the statute.* 

For the reasons set forth on page 59 of this report we 
recommend that the provision of the statute regulating the assess- 
ment of bank stock which authorizes the subtraction of the net 
investment in -real estate be so amended as to limit the total 
amount of investment in real estate that may be deducted to the 
amount the bank is authorized to invest under Chapter 54 of the 
Laws of 1911. 

For the reason set forth on page 61 of this report we rec- 
ommend that Section 1528 be amended in such a way as to author- 
ize the review of individual assessments of bank stock by the 
county board of review and equalization, thus making it possible 
for the county board of review and equalization to alter indi- 
vidual assessments of bank stock in various taxing districts, 
whereas now, they may only equalize between districts, except 
in the unorganized townships. 

"We further recommend that Section 1508 of the Code of 1905 
be so amended as to apply expressly to the assessment of stock 
in savings banks and trust companies. See page 62 of this 
report. 

We recommend that Section 1503 of the Code of 1905 be so 
amended as to provide the following formula for the valuation 
of ^* corporate excess,^' market value or actual value of stock 
plus indebtedness, except for cuiTcnt expenses, minus the value 
of real and personal property, or preferably that the section be 
entirely repealed. See pages 67 to 71. 

, For the reasons set forth in Chapter 8 we recommend the 
passage of a law similar to the law, passed by the legislature of 
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the state of Kansas in 1908, safeguarding the finances of the state 
and of the various municipalities pending readjustment on a 
higher level of valuation. Such a law will be submitted to the 
legislature by the tax commission. 

There is no recommendation that the commission will make 
which it regards of as much importance as the recommendation 
for the estal)lishment of the county assessor system. A bill will 
be prepared containing the features of the plan discussed in Chap- 
ter 9 of this report, and the careful attention of the legislature is 
earnestly solicited. 

We recommend that steps be taken to centralize the author- 
ity over the accounting system of all municipalities and state 
institutions, according to the. plan suggested on page 106 of this 
report. 

We recommend the passage of an act which will provide for 
the furnishing of information to the tax commission relative to the 
true consideration in all transfers of real estate by warranty deed, 
such information being confidential and to be used for the purpose * 
of ascertaining values. See page 119. 

We recommend that Section 1496 of the Code of North Da- 
kota, which provides for a schedule of items, be so amended as 
.to provide that the schedule may be altered by the tax commis- 
sion, when, in its judgment, a change is deemed advisable in or- 
der to insure the fulfillment of the purpose of the law requiring 
the assessment of all property at its value. See page 121. 

The tax commission joins with the probate code commission 
in recommending the adoption of the proposed inheritance tax 
law, set forth herein at pages 130-143. Commissioner Birdzell 
qualifies his endorsement. See page 128. 
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